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Wortdwide Sales: $2.5 Billion* 


Our biggest business is ready-to-eat cereals, including Wheaties— the 
brand that started it all back in the 1920s-and Cheerios. Today, we're 
the second-largest cereal company in the United States and Canada, 
and through Cereal Partners Worldwide, our successful joint venture with 
Nestis, our cereals are available in over 40 markets around the globe. 


DESSERTS AND BAKING MIXES 



Worldwide Sales: $1.1 Billion 

We have been a leader in the baking products market since 1880, 
when our predecessor firm's best flour won the Gold Medal in interna¬ 
tional competition. Beyond Gold Medal and our other flour brands, 
we market Bisquick baking mix and the Betty Crocker dessert mix line, 
which is a growing international business thanks to export and joint- 
venture activities. 


SNACK PRODUCTS 



Worldwide Sales: $1.1 Billion* 

We compete in the U.S. retail and foodservice snack markets with 
products ranging from Fruit Roll-Ups fruit rolls and Pop Secret microwave 
popcorn, to Nature Valley granola bars and Bugles com snacks. Our 
Snack Ventures Europe joint venture with PepsiCo Foods International 
is the largest snack food company in Continental Europe. 


DINNER AND SIDE DISH PRODUCTS 



Worldwide Sales: $550 Million 

Our Betty Crocker Division includes the Hamburger Helper and Tuna 
Helper dinner mix lines, specialty potato mixes, and various other side- 
dish products such as Suddenly Salad. This division also markets our 
Betty Crocker cookbooks and catalogs, and licenses the Betty Crocker 
brand equity for a range of houseware products. 


YOGURT 



Worldwide Sales: $400 Million 

We are the second-largest company in the U.S. refrigerated yogurt market 
with our Yoplait and Colombo brands. In addition, Colombo lays claim to 
having originated soft-serve frozen yogurt in 1971 and today is one of the 
market's leading brands, particularly in foodservice channels. 

‘Including pro rata sales from joint ventures 


















The Years in Brief 




Fiscal Year Ended 


In Millions, Except per Share Data and Percentages 

May 28. 1995 

May 29, 1994 

May 30. 1993 

Continuing Operations 

Sales 

$5,026.7 

$5,327.2 

$5,138.4 

Earnings after Taxes 

259.7 

340.0 

411.0 

Earnings per Share 

1.64 

2.14 

2.52 

Return on Average Total Capital, Adjusted for Spin-off 

17.4% 

21.7% 

27.5% 

Results After Discontinued Operations and Accounting Changes 

Discontinued Operations after Taxes 

$ 107.7 

$ 133.4 

$ 95.1 

Accounting Changes 

- 

(3.5) 

- 

Net Earnings 

367.4 

469.9 

506.1 

Net Earnings per Share 

2.33 

2.95 

3.10 

' Average Shares Outstanding 

158.0 

159.1 

163.1 

Dividends per Share 

$ 1.88 

$ 1.88 

$ 1.68 


SALES 

(dollars in billions) 


EARNINGS PER SHARE 

(dollars) 


I Results including unusual items 


DIVIDENDS PER SHARE 

(dollars) 


RETURN ON AVERAGE TOTAL 
CAPITAL* (percent) 




& 


fS 

I 


I Results including unuswil items 


* I Be return on average total capital has been determined considering continuing operations only and capital adjusted by assuming the spin-off of the restaurant operations 
occulted at the beginning ot the periods presented. 

1991 results include an unusual after-tax gain related primarily to disposition of businesses. 1993 results include an unusual after-tax charge related to productivity actions. 
1994 results include an unusual after-tax charge related to an improper pesticide substitution by an independent contractor in treating oat supplies. 1995 results include 
an unusual after-tax charge related to restructuring actions taken by the company. Sec note three to the consolidated financial statements for further information. 
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To Our Fellow Shareholders and Employees 


It’s clear from our results that fiscal 1995 was not business as usual 
for General Mills. 

We confronted formidable operating challenges that interrupted 
volume and earnings growth in our foods businesses, including the 
major first-quarter disruption in cereals caused bv an independent 
contractors improper substitution of a pesticide in treating some of 
our oat supplies, widespread escalation of inefficient promotional 
practices in many of our grocery categories, and a fall-ofi in com¬ 
pany innovation from our usual high level. We responded to these 
challenges aggressively, with actions that included restructuring 
nearly every major aspect of our foods activities. 

We also took important strategic actions designed to enhance 
long-term shareholder value. We believe that highly focused com¬ 
panies with tightly integrated strategies, organizations and incentive 
programs produce the strongest growth performance, so we sep¬ 
arated General Mills into two independent companies - one for 
consumer foods and one for restaurants. In spinning ofr our restau¬ 
rant operations to shareholders, we established Harden Restaurants 
as a $3.2 billion public company with its own excellent growth 
prospects. The sale of our Gortons frozen seafood business sharp¬ 
ened General Mills’ concentration on food businesses offering the 
best potential for growth and returns. 


MANAGEMENT CHANGES 


On May 28, 1995. Bruce Atwater retired as Chairman of 
the Board and Chief Executive Officer of General Mills. On 
that same date. Steve Sanger became the company’s new 
Chairman and Chief Executive Officer, and Charlie Gaillard 
became President of General Mills. These changes completed 
the transition to a new organizational structure for our food 
businesses that was announced in December 199 a along 
with our plans to spin off restaurant operations. As part 
of this reorganization. Dean Belbas, Randy Darcy and Austin 
Sullivan were each named a Senior Vice President of General 
Mills. Senior Vice Presidents Ned Bixby. Ted Cushmore. 
jon Finley, Steve Garthwaite and jeff Rotsch were given 
new or expanded responsibilities, and Siri Marshall joined 
the company during 1995 as Senior Vice President. General 
Counsel and Secretary. In addition. Vice Presidents Marc 
Belton and Chris Steiner were appointed to new operating 
positions; each is now President of one of the company's 
food divisions. This new management structure is tightly 
integrated with our business strategies and incentive 
programs to focus on growth and returns. 


These restructuring and operating actions adversely affected 
fiscal 1995 results. However, they created a new General Mills — 
a focused, branded food company well-positioned to deliver 
superior long-term growth and returns. 

Financial Results 

Financial results for our continuing consume foods operations 
were clearly disappointing. Total domestic unit volume was down 
4 percent, and sales for continuing operations of $5.03 billion were 
6 percent lower. Earnings totaled $2.35 per share before restructur¬ 
ing charges, down from $2.69 per share before unusual items in the 
prior year. After restructuring charges of $1 1 2 million, net earnings 
from continuing operations totaled $1.64 per share. Including net 
results for discontinued operations, earnings per share were $2.33 
in 1995, compared to $2.95 in the previous year. 

Aggressive Actions to Benefit Future Growth 

To enhance long-term growth prospects for our foods businesses, 
we took important actions in 1995: 

->VC'e took leadership in dealing w'ith inefficient industry promo¬ 
tional practices. In cereals, we acted in April 1994 to eliminate 
$175 million in inefficient promotional spending and deliver con¬ 
sumer value directly through lower prices. Other manufacturers 
took their own actions to reduce inefficient promotion and, as 
a result, cereal category promotional spending de-escalated and 
profitability improved in 1995. Our midyear shift to efficient 
promotion practices across our other dry grocery categories 
resulted in unit volume declines during 1995 but will benefit 
future performance. 

-» We realigned our manufacturing capacity, eliminating 
our least-efficient systems and generating expected after-tax 
savings of $20 million annually. 

-> We restructured our Consumer Foods Sales organization 
to create even closer alignment with our grocery customers. 

-> We reorganized our consumer foods division structure to enhance 
our emphasis on grocery category management. 

-♦We stepped up the pace of consumer-targeted marketing 
activities that build long-term brand vitality 
-♦Finally, we accelerated the pace of our international activities, 
acquiring cereal and snack operations in Europe through our joint 
ventures with Nestle and PepsiCo Foods International, and forming 
a new strategic alliance with CPC International to focus on dessert 
and baking mixes in Latin America. 
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Future Goals and Outlook 

The new General Mills food company is focused on achieving good 
growth with high returns. Our specific financial goals are summa¬ 
rized in the table below: 

FINANCIAL GOALS 1996 98 

-> 12% Compound Earnings per Share Growth 
-> Minimum 25% Return on Average Total Capital 
-> 50-60% Dividend Payout 
-> Strong “A Bond Rating 

We know that our ability' to achieve these goals rests on three key 
factors: increasing consumer foods unit volume, consistent with our 
average 5-percent annual growth in the 90s; increasing earnings 
contributions from our expanding international operations; and con¬ 
tinuing to achieve strong productivity gains. Our plans for meeting 
these growth objectives are outlined on pages 4 and 5 of this report. 

T he new General Mills will generate significant free cash flow 
for the first time in recent memory. During the early pan of this 
decade, we made heavy investments in new, state-of-the-art manu¬ 
facturing plants and in our Cereal Partners Worldwide joint ventitre 
with Nestle. Over the next three years, our capital investment needs 
will average about $100 million less per year than in the previous 
five-year period. As earnings increase, free cash flow should grow 
and will be available to support growth initiatives including new 
business development, continued stock repurchases and future 
dividend increases. Dividends in 1995 totaled $1.88 per share, 
unchanged from the prior year. With the spin-off of the restau¬ 
rant operations, General Mills plans to maintain the entire 
prevailing dividend. 


after a distinguished 32-year career and is now serving the new 
restaurant company in that same role. Vice Chairman Mark Willes 
resigned from General Mills and the board to become Chairman 
and Chief Executive Officer of The Times Mirror Company. We 
thank all three for their insight and counsel, and we wish them well 
in their new endeavors. 

Dorothy Terrell joined the General Mills Board in September 
1994. She is President of Sun Express, Inc. and a Corporate 
Executive Officer of Sun Microsystems, Inc. 

The new General Mills business structure and management 
organization created in 1995 sharply focus the company’s talent 
and energy on its major food-industry segments. Key managers 
responsible for the company’s consumer foods operating activities 
are pictured throughout this report. The collective talent and com¬ 
mitment of this management team and the nearly 10,000 General 
Mills people companywide give us great confidence in our future. 

We wish all the employees of Darden Restaurants continued 
success as leaders in the casual dining industry, and we thank 
the people of General Mills for their unwavering commitment 
to delivering superior results in 1996 and beyond. 


Sincerely, 



Stephen W. Sanger Charles W. Gaillard 

Chairman and President 

Chief Executive Officer 



August 4, 1995 


General Mills People 

Bruce Atwater retired from the company and the board at the 
end of 1995, following an exceptional 37-year career with General 
Mills. Bruce was elected Chief Executive Officer in 1981 and 
Chairman of the Board in 1982, and he played an unparalleled 
leadership role in the success of this company for more than one- 
third of its history. We are grateful for his lasting contributions. 

Joe Lee was elected Chairman and Chief Executive Officer 
of Darden Restaurants, having previously served General Mills 
as Vice Chairman and a member of the board. ClifF Whitehill 
retired as Senior Vice President, General Counsel and Secretary 






















































How the New General Mills Will Grow 

The new General Mills will be a growth company, and one that combines good growth with high returns. Our 1995 results 
were clearly out of sync with historical performance. Over the previous 10-year period, operating earnings for our food 
businesses grew at a 12 percent compound rate and our pretax return on assets averaged 29 percent, which ranks among the 
best performances by consumer foods companies and by US. industry overall. -> We intend to build on this long-term record 
of good growth and returns. Our financial goals include increasing earnings per share at an average rate of 1 2 percent per year. 
We expect to achieve this growth bv focusing on three key objectives. 


1. Generating Strong Unit Growth 
through I nnovation 

General Mills’ food brands hold leading positions in their market 
categories, and the key to building those leadership shares is unit 
volume growth. Over the Lust five years, our domestic unit volume 
increased at a 4-percent compound rate. To put that in perspec¬ 
tive, our unit growth was nearly three times faster than the overall 
U.S. food industry’s, despite the 4-percent volume decline we 
experienced in 1995. 

We intend to restore unit growth to our historical high standard, 
beginning in 1996. How? The way we’ve always done it — with 
innovation. First, we are intensifying product improvement efforts 
on established lines. These innovations ensure that consumers keep 
choosing our products over competitive offerings, including private 
labels. Product improvements also help sustain unit growth. For 
example, crispier, better-tasting Cheerios reached the cereal aisle 
in September 1994 and recorded 3-percent volume growth over 
the last nine months of the fiscal year, well above cereal category 
growth. With multiple product improvements planned in 1996, 
big G will have improved 75 percent of its cereal line within an 
18-month period. I his commitment to continuous product 
improvement extends across all of our food businesses. 


LEADING MARKET POSITIONS 



C'.cncrol Mills 

FY 

Market 


FY ‘>5 Sales 

Dollar Share 

I\»sition 


big G Cereals 

52,020 

26% 2 

Dessert Mixes 

465 

46 1 

Dinner Mixes 

300 

79 1 

Refrigerated Yogurt 

300 

23 2 

Fruit Snacks 

235 

60 1 1 

Family Flour 

180 

43 1 

l\>tato Mixes 

130 

51 1 

M icrowave lY>pcc>rn 

130 

31 2 

baking Mixes 

120 

80 1 

Grain Snacks 

115 

16 3 


We also will continue to develop innovative new food products, 
focusing our efforts on the ideas with the greatest potential. I hese 
efforts will include new varieties added to popular established lines, 
and entries that extend current market categories. Examples include 
our line of Betty Cwcker Whipped Deluxe frosting, Potato Shakers 
seasoning mixes, Fruit String Thing snacks and new Frosted Cheerios 
cereal. We will drive volume for both established brands and new 
product innovations with strong levels of effective consumer 
marketing support. 



2. Increasing Contributions 
from International Operations 

We are expanding our international operations, both on our own 
and through the formation of strategic alliances that leverage key 
company expertise in new market areas. Since 1990, sales for our 
Canadian food operations and worldwide export activities have 
shown strong growth. Counting General Mills’ pro rata share 
of sales from our 50-percent owned Cereal Partners Worldwide 
(CFW) joint venture with Nestle and our 40-percent owned Snack 
Ventures F'urope joint venture with PepsiCo Foods International, 
the company’s combined international sale* have doubled over the 
past five years to more than 5820 million. Volume growth achieved 
by these businesses adds 2 percentage points to the company's 
unit growth rate, raising it from 4 percent in domestic businesses 
to 6 percent worldwide. 
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INTERNATIONAL SALES GROWTH 


CGR = 15% 


■ Canada /International ■ SVE* » CPW* 
Index: 1990 = 100 * pro-rata share of joint ventures 


We expect to double our international sales again over the next five 
years, arid to realize increasing contributions to earnings from these 
businesses. Our International Dessert Partners joint venture with 
CPC International will begin operations later this calendar year. 
Profits from Snack Ventures Europe (SVE) continue to show good 
growth, and as CPW progresses from profitability in its initial 
markets toward overall profitability, the combined earnings impact 
of these latter two ventures is expected to swing from a net cost 
of 4-cents per share in 1995 to an expected 10-cents per share 
earnings plus in 1998. 

3. Improving Productivity 

Through the first half of this decade, we made excellent progress 
increasing productivity companywide. We expect to further increase 
our productivity in the second half of the 90s, with a goal of 
improving our after-tax return on sales to between 9.5 and 
10 percent by the year 2000. 

The actions we took in 1995 to restructure our manufacturing 
capacity will make important contributions to productivity growth. 
Over the past few' years, we added significant new' state-of-the-art 
manufacturing capacity, and we realized capacity increases on exist¬ 
ing systems bv adopting high-performance work methods. Using 
cereals as an example, the manufacturing cost per case on our least- 
efficient systems was 50 percent higher than that for our most- 
efficient lines. By eliminating the least-efficient 10 percent of 
our capacity, we have reduced our average cost wfiile retaining 
sufficient capacity to support expected volume growth over the 
next several years. 

Innovation drives productivity' too, and we are actively engaged 
in finding new' and better approaches to every aspect of our busi¬ 
ness. After benchmarking professional race-car pit crew’s on their 
speed in equipment changeovers, the production team at one 
General Mills plant developed a system for machinery 
changeovers that previously took eight hours and 
reduced them to a remarkable 10 minutes. 

Left to right: Randy Darcy, Senior Vice President. Operations; 

Steve Garthwaite, Senior Vice President, Innovation and ‘technology: 
and Ned Bixbv, Senior Vice President, Consumer Poods Sales and Distribution 


The new trade promotion strategies we implemented in 1995 are 
another good example. Our products used to be promoted to trade 
customers with merchandising funds and reduced prices at periodic 
4- to-6-week intervals. This practice concentrated periods of abnor¬ 
mally high customer orders and inventories, required corresponding 
surges in production, and increased operating cost. Under our new, 
efficient promotion strategy; trade customers accrue merchandising 
funds continuously throughout the y r ear and promote our products 
during time periods they select. This shift has eliminated heavy 
order surges, redticed inventories and smoothed production sched¬ 
ules. In addition, the reduced complexity’ of our promotions has 
cut time spent on resolving invoice errors. 

With this kind of innovation taking place across our food busi¬ 
nesses worldwide, our sales per foods employee have increased by 
more than 50 percent over the last five years. We w'ill be tenacious 
in pursuing continued productivity gains throughout the company. 


SALES PER EMPLOYEE 


332 


CGR = 9% 


372 


407 


486 

■ 502 

■ 509 


(dollars in thousands) 


These are the key's to growth for the new General Mills: contin¬ 
uous innovation to drive unit volume gains, increasing contributions 
from international operations, and relentless productivity improve¬ 
ment. Our business structure, our strategies, our people and our 
incentive systems are sharply focused on these growth drivers. We 
are committed to achieving our growth goals, and to generating 
superior returns for General Mills shareholders. The next pages of 
this report review each of our major business segments and provide 
an update on our progress. 
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Ready-to-eat cereal is one of the grocery industry's most attractive 
categories. Around the globe, consumers increasing demand lor foods 
ottering nutrition, convenience, variety and value is driving good growth 
in cereal markets. With population trends that project the strongest growth 
among children and older adults - age groups where per-capita cereal 
consumption is highest - we believe prospects for the cereal category are 
excellent. Big G Cereals Promotional spending in the $9.0 billion U.S. 
ready-to-eat cereal category eased in 1995, which improved profitability but slowed industry 
volume growth to less than 1 percent after an accelerated 5-percent gain the previous year. Despite the 
improving category dynamics, it was a disappointing year for Rig G. Volume fell 21 percent in the disrupted first 
quarter and finished the year dow n 8 percent. While we made steady progress in rebuilding pound market share from a low 
of 20 percent during the oats disruption, the 22-percent share recorded for the full year was more than 2 points below our 
1994 share. Major established cereals as a group performed w'ell in response to Rig Gs new' pricing and promotional strategy, 
with volume for the entire Cheerios line up 6 percent for the final nine months, and record volumes for Golden Grahams and 
Cinnamon Toast ('ranch. However, some recent new products did not meet expectations and this hampered market-share growth. 


Worldwide Cereals 


EREAL PARTNERS WORLDWIDE 



Unit volume for Cereal Partners Worldwide (CPW) grew 21 percent 
in the 12 months ended in March 1995. the period included in 
General Mills’ fiscal-year results. That growth reflects the best of all 
circumstances—growing share positions for CPW in growing cereal 
markets. Aggregate results in CPW*s initial four markets of France. 
Spain. Portugal and the United Kingdom reached profitabil¬ 
ity during the year, and the company completed its 
first full year of operation in Switzerland, Austria, 
Belgium. Greece and Chile. In December. CPW 



announced the acquisition of Torun-Pacific in Poland, giving 
the company a dominant share position in the largest country in 
Central Europe. CPW also expanded operations to Hong Kong and 
is currently entering Colombia. In all, CPW now competes in more 
than 40 international markets. Growth plans in 1996 focus on 
building share for established core brands while introducing high- 
potential new cereals such as KZngus in Germany, Kix in France, 
and Fibre 1 in Portugal. Spain and Greece. With annual sales 
of $500 million, CPW is exactly halfway to its goal of $1 billion 
in sales by the year 2000. 


CPW MARKET PERFORMANCE 




Market Growth 

n 95 

Market Share 

Share ♦/- LY 

Original Markets 




United Kingdom 

3% 

17% 

♦ 1 pts. 

France 

6 

17 

>1 

Spain 

12 

12 

♦ 1 

Ibrtugai 

16 

42 

-3 

Major Expansion Markets 
Italy 

18% 

13% 

♦2 pts. 

Germany 

6 

7 

♦2 

Mexico 

7 

12 

♦2 





































-> Big G plans to renew its growth momentum in 1996. Product improvements 
on nearly a dozen cereals, beginning with Apple Cinnamon Cheerios, Oatmeal 
Crisp Raisin, Reeses Peanut Butter Puffs and Lucky Charms will help drive growth 
tor established brands. Innovative new cereals are essential to growing volume 
and share, too. Frosted Cheerios is entering stores this fall, and tests show this new 
addition to Americas best-selling cereal franchise has widespread appeal. Additional 
new-product activity is planned later in the fiscal year. -» Foodservice The market 
for foodservice cereals continues to show good growth, led by strong expansion in 
school breakfast programs. General Mills sustained its No. 2 share in this market, and 
recorded a 13-percent volume gain in 1995 despite the oats disruption. -> International 
In Canada, General Mills cereal volume rose 5 percent and market share grew to 1 5 per¬ 
cent. Plans for 1996 include product improvements on cereals representing more than 
40 percent of total volume. Our Cereal Partners Worldwide joint venture with Nestle entered its fifth year of operation in the 
spring of 1995, and made continued good progress building volumes and share in markets outside North America. For more 
on this key strategic alliance, see the update below. 




Jeff Rotsch. President. Big G 
Cereals—“Our objective in 1996 is 
to re-establish Big G as the cereal 
category's innovation leader. We 
plan to do that by delivering good 
value to consumers and improving 
every area of our marketing plan. 
That includes improving a large 
number of our established cereals 
and rekindling our new-product 
momentum, beginning with Frosted 
Cheerios. We’ll support all of our 
brands with high-impact consumer 
marketing, including an exciting 
partnership with Disney." 


Steve Demeritt. Chief Executive 
Officer. CPW-“We are committed 
to building our position as the 
No. 2 cereal company in the world 
excluding North America, and to 
reaching our goal of $1 billion in 
profitable sales by the year 2000. 
In established markets, our focus 
is on driving volume and share 
growth by building our core 
brands and adding distinctive 
new cereals." 
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The Betty Crocker lines of Helper dinner mixes, specialty potatoes. Potato Buds 
and other side-dish products hold leading positions in their respective market 
segments, together, these businesses have generated consistent good growth for 
General Mills, thanks to continuous product innovation and effective marketing. 

- Volume in the $475 million U.S. retail add-meat dinner mix market rose 6 per¬ 
cent in 1995. Hamburger Helper and Tuna Helper drove the category's growth with effec¬ 
tive consumer advertising, aggressive merchandising and successful new flavor additions. 

To sustain growth in 1996, plans call for improvements on key established flavors and dis¬ 
tinctive new' varieties including Zestv Mexican Hamburger Helper, introduced in June 1995. 

Betty Crocker also is launching Dinner Sensations, a new line that features pasta or rice and a 
prepared sauce to mix w r ith beef or chicken. Volume in the $350 million potato mix category 
was lower in 1995, due to intense competitive activity in other side-dish markets. Betty Crocker 
potatoes volume w^as also lower, but market share increased.The company introduced Potato Shakers , 
a line of seasoning mixes that generated incremental volume and created a new market segment. Growth plans for 
1996 include increased consumer marketing support and improved merchandising across our dinner and side-dish lines. 


Dinner and Side Dish Products 



Marc Belton. President. Snacks 
Unlimited-“It’s absolutely critical 
for us to renew our innovation 
leadership in snacks, because 
that's the key to volume growth. 
We're focused on achieving strong 
growth in both volume and profits 
this year, with new excitement 
behind our established snack lines, 
high-energy promotional events, 
and distinctive new 
snack items.” 


Chris Steiner. President. Betty 
Crocker Products—“1995 was the 
13th consecutive year of profit 
growth for our businesses. We plan 
to sustain this momentum going 
forward with great line extensions 
and new entries, strong advertising, 
and powerful marketing events 
including a major celebration 
of Betty Crocker's 75th birthday 
in calendar 1996.” 



HELPERS UNIT VOLUME GROWTH 

CGR = 5% 

9U 
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Index 1990\blumr = 100 
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Snack Products 

Snack product consumption is growing rapidly in markets around the globe, 
fueled bv increasing distribution and changing lifestyles. General Mills competes 
in U.S. retail snack-food categories totaling $4.1 billion in sales, and is building 
snack businesses in foodservice and international markets. In recent years, snacks 
have been the company’s fastest-growing category, but in 1995 U.S. retail snack 
volume declined 11 percent and profits fell sharply. Popcorn and grain-snack 
volumes were particularly weak, reflecting strong competitive innovation and below- 
target performance from some of our recent introductions such as Pop Chips. Our midyear 
transition in promotional strategy was also a factor in the snack volume decline. -» Actions to 
renew our snack-product innovation are well under way. The April 1995 launch of HBO microwave 
popcorn is building business in both grocery and non-grocery distribution channels, and we are currently intro¬ 
ducing 94% Fat Free and Movie Theater Butter versions of Pop Secret popcorn. Sweet Rewards , a line of fat-free snack bars, 
is currently entering the market and significant product improvements are planned for several established grain-snack lines. 
Distinctive new fruit snacks are also planned, building on the success of Fruit String Thing, which captured a 10-percent 
dollar market share in 1995. Strong, well-targeted consumer marketing programs will support these product innovations. 



SNACK VENTURES EUROPE 




Our Snack Ventures Europe 

(SVE) joint venture com¬ 
bined existing General 
Mills and PepsiCo Foods 
International businesses 
to create Continental 
Europe’s largest snack food 
company. Formed in 1992, SVE 
has a goal of reaching $2 billion 
in sales by the year 2000. The company made strong 
progress toward that goal in 1995. posting 15-percent unit 
volume growth, higher profits and sales of nearly $830 mil¬ 
lion. Growth opportunities for SVE include further cross¬ 
distribution of sister company products, following on the 
introduction into former PepsiCo markets of several General 
Mills shaped grain snacks under the 3 - 0 's Eurobrand name 
and the more recent introduction of Doritos in France, 
Growth will also come from entering new mar¬ 
kets, including current expansion to Hungary. a 
Russia. Slovakia and Estonia. 






































Desserts, Flour & Baking Mixes 

General Mills holds leading positions in major baking-product categories. 

In the United States these categories are mature and intensely competitive, and 
innovation is the key to growth. In international markets, consumer demand 
for more convenient baking products is creating attractive growth opportunities. 

♦ Flour and Baking Mixes U.S. Hour consumption grew 1 percent in calendar 
1994, with continuing declines in family Hour sales and growth in bakery flour vol¬ 
ume as consumers shift away from scratch cooking. Volume for General Mills’ family 
flour brands declined in 1995 but profits were sharply higher and our market share 
remained over twice that of the nearest competitor. Bakery flour operations focused on provid¬ 
ing superior-quality product in the sacked flour segment and recorded a second straight year of 
excellent results. Risijtiick increased its leading share of the variety baking and pancake mix market. 

• Dessert Mixes Category marketing spending was lower in 1995, and industry volume was 
unchanged from the prior year. Betty Crocker remained the dessert-market leader, but posted lower shares in several key seg¬ 
ments due to high levels of competitive activity and below-target new product volume. Product innovation including Whipped 
Deluxe ready-to-spread frosting and Sweet Rewards fat-free snack cake mixes should help renew desserts momentum in 1996. 


INTERNATIONAL DESSERT PARTNERS 


General Mills’ strategic alliance with CPC International 

is focused on developing a major baking and dessert mix 
business in Latin America. This market offers excellent oppor¬ 
tunity. with strong population growth, increasing supermarket 
penetration, rising demand for more convenient food prod¬ 
ucts and widespread popularity of sweets in this region. 

The joint venture combines General Mills’ successful line of 
Betty Crocker dessert products and technological expertise 
with CPC’s knowledge of the markets, and strong sales and 
distribution capabilities. Both partners have contributed their 
existing Latin American baking and dessert mix businesses 
to the venture, and hold 50-percent stakes in the new com¬ 
pany. The management organization for International Dessert 
Partners has been formed, and company headquarters have 
been established in Miami. Currently the team is finalizing 
business plans, with a goal to begin operations later in 
calendar 1995. 













































\bgurt 


\fogurt has been around tor centuries, but it couldn’t be a better fit with 
contemporary interests in nutrition, convenience and value. With the \bpLiit 
and Colombo brands. General Mills holds the No. 2 share position in the 
US. retail refrigerated yogurt market. Colombo is one of the leading brands of 
soft-frozen yogurt, and Colombo also competes in grocery stores with other super¬ 
premium hardpack frozen yogurt brands. -* Refrigerated Yogurt Industry volume rose 
8 percent in 1995 and category sales grew to $1.6 billion, with the strongest rates of 
increase in the reduced-calorie and child-targeted market segments. Combined dollar market 
share for YopLiit and Colombo fell slightly, reflecting intense competitive marketing and new-product 
activity. New indulgent varieties such as Yoplait Light Crunch h Yogiirt lemon cream pie and Colombo Light 100 
white chocolate raspberry will help build our share position in the light market segment. Multipack versions of Trix yogurt and 
other established lines introduced in 1995, and a new line of \bplait Fruit Roll-Ups yogurt now entering the market should 
help drive continued growth in the chi Id-targeted segment. -> Soft-frozen Yogurt Category volume grew slightly in 1995, with 
continuing consolidation in the retail yogurt shop segment and shifting of volume to non-commercial foodservice channels, 
where Colombo is the brand leader. Distribution gains recorded during the year should support growth in 1996. 



Ted Cushmore, President. Gold 
Medal - M Our businesses hold the 
leadership position in the baking 
products aisle —a $1.7 billion 
retail category. To grow these 
businesses in 1996. we’ll combine 
brand building consumer adver¬ 
tising and strong merchandising 
support with high-potential 
new products." 


Gary Rodkin. President. Yoplait- 
Colombo— “Volume for the Yoplait- 
Colombo Division has doubled over 
the last four years. We intend to 
keep that growth momentum going 
in 1996 with strong innovation in 
our core refrigerated yogurt busi¬ 
ness. focusing on the market’s 
fastest-growing segments. We also 
have clear strategies for growing 
our Colombo soft-frozen business 
in foodservice outlets.” 
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Foodservice and International Foods 


Many of the General Mills brands prominent in U.S. grocery store aisles are available in places around the globe, evidence of 
the growth in our Foodservice operations. General Mills Canada, and International Foods export and technology licensing 
activities. * Foodservice Volume in the U.S. fbodservice industry grew 3 percent in 1995. General Mills foodservice operations 


outpaced the market, recording a 6-percent volume increase that reflected good growth from cereals despite the oats-related 
business disruption, its well as strong increases in snack and custom-product volume. The company sustained its No. 2 cereal 
market share and its long-standing leadership position in the market's baking mix segment. Efforts to build the snack products 
business focused successfully on fruit snack opportunities in schools. * International General Mills Canada posted its fifth 
consecutive year of strong growth in 1995, and the company’s International Foods Division continued to build business for 



General Mills brands in markets from Iceland to Sri Lanka. For more on these international businesses, see the update below. 

+ Summary and Outlook Across our food businesses, plans are in place to renew our 
product innovation, the key to driving strong growth in unit volume and sales. 

We are focused on building our business in international markets. And we are 
sustaining our companywide commitment to continued productivity gains, 
which will help us grow earnings even faster than sales. 



Dave Murphy. President. General 
Mills Canada and International 
Foods —“We’re excited about our 
role in meeting General Mills* 
objective to double international 
sales by the year 2000. We expect 
both General Mills Canada and 
International Food operations to 
enjoy continued strong growth 
as we leverage General Mills* 
exceptional brands." 


Roger Rumble. President. 
Foodservice—“Our growth plan 
focuses on the excellent oppor¬ 
tunities we have to market General 
Mills’ strong, well-known brands 
to a wide variety of foodservice 
outlets. We’ll grow our volume 
and profits by targeting market 
segments and accounts with 
the best growth potential, by 
expanding our product lines 
to offer increased variety, 
and by providing superior 
customer service.” 


INTERNATIONAL FOODS 




In 1995, General Mills 

food businesses in Canada 
recorded 12-percent unit 
volume growth, strong 
productivity gains, and 
market share increases in 
every major product segment 
but popcorn. To sustain this 
momentum in 1996. plans include major product improve¬ 
ments. extensions of popular dessert, dinner mix and snack 
lines, and new products. The International Foods Division 
works to expand sales and profits for General Mills products 
in markets beyond Canada and those covered by the com¬ 
pany’s joint ventures. Today, export and licensing activities 
reach more than 70 markets. Major businesses include 
desserts in the Middle East, where Betty Crocker is 
a household name, and salty snacks. Growth plans 
include expanding the dessert mix business in 
Europe, building worldwide pellet snack sales 
and exploring fruit snack opportunities. 
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Management s Discussion of Results 
of Operations and Financial Condition 


In fiscal 1995 the General Mills Board of Directors decided to sep¬ 
arate the company into two independent public corporations, one 
for consumer foods and one for restaurants. The Boards decision 
was based on the belief that separate corporations with highly inte¬ 
grated strategies, organizations and incentive programs will produce 
the strongest growth performance and thereby enhance long-term 
shareholder value. General Mills completed the spin-off distribution 
of the Restaurant operations as a separate, free-standing company, 
Darden Restaurants, Inc. (Darden), to our shareholders on May 28, 
1995. Also in May 1995, General Mills sold the Gortons frozen 
and canned seafood products business to allow management to 
sharpen its focus on the best growth and return opportunities 
in Foods. 

Both the Restaurant operations and Gortons are presented as 
discontinued operations within these financial statements for all 
periods presented. 

Results of Operations 

For the year ended May 28, 1995, combined earnings for continu¬ 
ing and discontinued operations before unusual items totaled $3.12 
per share, down 11 percent from $3.50 per share in 1994, as vari¬ 
ous operating actions taken to benefit future performance curtailed 
current-year results. These fiscal 1995 combined earnings were 
reduced by a net after-tax charge of $125.3 million, or $.79 per 
share, related to the costs of various restructuring actions partially 
offset by the gain on the sale of Gortons. Fiscal 1994 results 
included an unusual after-tax charge of $87.1 million, or $.55 
per share to cover estimated costs associated with improper use 
of a pesticide by an independent contractor treating some of the 
Company’s oat supplies. Including these charges, net earnings 
totaled $367.4 million, or $2.33 per share, in 1995 and 
$469.9 million, or $2.95 per share in 1994. 

Continuing Operations 

In 1995, earnings for continuing Consumer Foods operations 
totaled $371.3 million, or $2.35 per share, before restructuring 
charges, down 13 percent from $427.1 million, or $2.69 per share 
in the prior year. The profit results reflect the oats disruption expe¬ 
rienced in the first quarter, when cereal shipments declined 21 per¬ 
cent, as well as lower shipments of domestic snack products and the 
impact of strategic trade-promotion changes that we expect will 
increase future efficiency but that resulted in unit volume declines 
during 1995. Total domestic unit volume was down 4 percent, 
and sales for continuing operations of $5.03 billion were 
6 percent lower. 


In the United States, Yoplait and Colombo yogurts, Foodservice 
operations, family and bakery flour, and Betty Crocker dinner mix 
products each recorded excellent performance, with volume gains 
and profits at an all-time high. Big G cereal unit volume was down 
8 percent for the year, and sales declined 12 percent, reflecting both 
the lower volume and Big G’s lower selling prices instituted in April 
1994. Profits declined by a lesser percentage than sales. Big Gs 
pound market share in fiscal 1995 was 22 percent, reflecting steady 
rebuilding over the year from a first-quarter low of 20 percent to 
over 23 percent in recent months. Snack product sales were down 
11 percent and profits were down significandy. 

Outside the U.S., Canadian food operations recorded a 12 per¬ 
cent unit volume gain and increased their cereal market share by 
nearly 1 percentage point to 15 percent. CPW, the company’s cereal 
joint venture with Nestfo, reported 21 percent volume growth for 
the 12 months ended in March and sales increased 28 percent to 
about $500 million. Combined results for CPW’s initial four 
European markets, entered in 1991, reached profitability during the 
year. The Snack Ventures Europe (SVE) joint venture with PepsiCo 
Foods International recorded good profit growth and 15 percent 
volume growth in 1995, and sales increased to about $830 million. 

Restructuring charges for continuing operations in 1995 totaled 
$111.6 million, or 71 cents per share, and primarily related to 
elimination of the company’s least-efficient manufacturing capacity 
and to sales organization restructuring. Collectively, the restructur¬ 
ing actions taken in 1995 are expected to generate annual after-tax 
earnings improvements of about $20 million beginning in 1996. 

In 1994 there was an unusual after-tax charge of $87.1 million, 
or 55 cents per share, related to the improper pesticide application 
noted above. After unusual charges, earnings from continuing 
operations were $259.7 million, or $1.64 per share, in 1995 
and $340.0 million, or $2.14 per share in 1994. 

Sales for continuing Consumer Foods operations grew 4 percent 
in 1994 to $5.33 billion with domestic packaged foods unit volume 
increasing 3 percent. Earnings were $427.1 million, or $2.69 per 
share in 1994 as compared to $441.4 million, or $2.71 per share 
in 1993, excluding unusual items from both years. Big Gs profit 
declined in 1994 reflecting the year-long cereal market promotional 
escalation and the fourth-quarter impact of our pricing and promo¬ 
tional actions (reduced prices on largest cereal brands and reduced 
spending on inefficient consumer cereal coupons and trade promo¬ 
tions). Yoplait yogurt, Betty Crocker Products, Canada Foods and 
SVE posted profit increases in 1994. Including unusual items for 
both years, net earnings totaled $340.0 million, or $2.14 per share, 
in 1994 and $411.0 million, or $2.52 per share in 1993. 
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Net interest expense in 1995 was $101.2 million, an increase 
of $22.4 million from 1994, primarily due to increased working 
capital, higher interest rates, and previous borrowings associated 
with the company’s share repurchase program. The 1994 net interest 
expense of $78.8 million was $22.8 million greater than 1993, 
primarily due to funding required for the share repurchase program. 

The effective income tax rates in 1995, 1994, and 1993 were 
35.8%, 38.0%, and 39.2%, respectively. Excluding unusual items 
in all years, the rates were 36.8%, 38.5%, and 38.1%, respectively. 
The lower rate in 1995 was due to a number of factors, including 
a lower impact from state income taxes. The effective rate in fiscal 
1996 is expected to be closer to 38%. 

It is managements view that changes in the rate of inflation have 
not had a significant effect on profitability from continuing opera¬ 
tions over the three most recent years. Management attempts to 
minimize the effects of inflation through appropriate planning 
and operating practices. 

During the first quarter of fiscal 1995, the company adopted 
SFAS #115, “Accounting for Certain Investments in Debt and 
Equity Securities,” with no impact on net earnings. 

Discontinued Operations 

In 1995, earnings from discontinued operations before nonrecur¬ 
ring items totaled $121.4 million, or 77 cents per share, compared 
with $129.7 million, or 81 cents per share, in the prior year. Net 
results for discontinued operations include a net gain of $53.3 mil¬ 
lion, or 34 cents per share, from the sale of Gortons less costs asso¬ 
ciated with the conversion of the Red Lobster Japan joint venture 
to a royalty agreement. This net gain was offset by charges totaling 
$67.0 million, or 42 cents per share, related to selected restaurant- 
unit closings and the expenses associated with separation into two 
companies. Fiscal 1994 results for discontinued operations include 
a $3.7 million, 2-cent per share, gain from accounting changes. 
Including these nonrecurring items in both years, net earnings from 
discontinued operations were $107.7 million, or 69 cents per share, 
in 1995 and $133.4 million, or 83 cents per share, in 1994. The 
earnings from discontinued operations in 1994 before nonrecurring 
items of $129.7 million, or 81 cents per share, compares with 
$122.0 million, or 75 cents per share, before unusual items in 
1993. The unusual charge in 1993 of $26.9 million, or 17 cents 
per share, related primarily to restaurant closings in the U.S. and 
Canada. See note two to the Consolidated Financial Statements 
for discussion of the discontinued operations. 

Financial Condition 

The Company intends to manage its businesses and financial ratios 
so as to maintain a strong “A” bond rating, which allows access to 
financing at reasonable costs. Currendy, General Mills’ publicly 
issued long-term debt carries “A2” (Moody’s Investors Services, Inc.) 


and “A+” (Standard 6c Poor’s Corporation) ratings. Our commercial 
paper has ratings of “P-1” (Moody’s) and “A 1” (Standard & Poor’s) 
in the United States and “R-l (middle)” in (Canada from Dominion 
Bond Rating Service. 

As a result of the spin-off distribution of Darden Restaurants, 
Inc., General Mills’ stockholders’ equity was significantly reduced. 
The difference between General Mills’ $1.6 billion investment in 
the restaurant business and the total debt ot $.4 billion on Dardens 
balance sheet at spin-off was capitalized as stockholders’ equity in 
the new company, with the offset being a reduction in stockholders’ 
equity of approximately $1.2 billion on General Mills’ balance 
sheet. Consequendy, the debt to capital ratio increased to 93%. 
However, it is managements view that the most important measures 
of financial strength are cash flow to debt and fixed charge coverage. 
The cash flow to debt ratio measures the amount of cash that the 
Company generates each year as a percentage of its total debt. The 
fixed charge coverage ratio measures the number of times each year 
that the Company earns enough to cover its fixed charges. Based 
on these ratios, General Mills’ financial condition remains strong, 
with a cash flow to debt ratio of 38% and a fixed charge coverage 
of 4.1 times. Because of the strong cash flow characteristics of the 
Company’s continuing businesses, management expects these 
ratios to further strengthen. 

The composition of the Company’s capital structure is shown 
in the accompanying table. 


Capital Structure 


In Millions 

May 28, 1995 

Notes payable 

$ 112.9 

Current portion of long-term debt 

93.7 

Long-term debt 

1,400.9 

Deferred income taxes - tax leases 

169.1 

Total debt 

1,776.6 

Debt adjustments: 


Leases - debt equivalent 

165.0 

Marketable investments, at cost 

(169.2) 

Adjusted debt 

1.772.4 

Stockholders’ equity 

141.0 

Total capital 

$1,913.4 


We selectively use derivatives to hedge financial risks, primar¬ 
ily interest rate volatility and foreign currency fluctuations. The 
derivatives are generally treated as hedges for accounting pur¬ 
poses. We manage our debt structure through both issuance of 
fixed and floating-rate debt, and the use of derivatives. The debt 
equivalent of our leases and deferred income taxes related to tax 
leases are both fixed-rate obligations. The accompanying table, 
when reviewed in conjunction with the capital structure table, 
shows the composition of our debt structure including the 
impact of derivatives. 
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Debt Structure 


In Millions 

May 28. 1995 

Floating-rate debt 

$ 347.9 

20% 

Fixed-rate debt 

1,090.4 

61 

Leases - debt equivalent 

165.0 

9 

Deferred income taxes - 



tax leases 

169.1 

10 

Total debt 

$1,772.4 

100% 


Commercial paper has historically been our primary source 
of short-term financing. Bank credit lines are maintained to 
ensure availability of short-term funds on an as-needed basis. 

In June 1995, our fee-paid credit lines were decreased from 
$650.0 million to $500.0 million. 

Our shelf registration statement permits issuance of up to 
$97.1 million net proceeds in unsecured debt securities. The 
shelf registration authorizes a medium-term note program that 
provides additional flexibility in accessing the debt markets. 

Sources and uses of cash in the past three fiscal years are 
shown in the accompanying table. 

Continuing operations generated $103.9 million less cash 
in 1995 than in the previous year primarily due to an increase 
in the change in working capital. Capital expenditures in 1995 
were $156.5 million as compared to $212.5 million in 1994. 
Capital expenditures in 1996 are estimated to be approximately 


$170 million. Proceeds from disposition of businesses of 
$188.3 million in 1995 includes the sale of Gortons and cer¬ 
tain Latin American operations. Prior to the spin-off, the restau¬ 
rant operations initiated their own borrowings and the funds 
were used to reduce the Company’s notes payable. 


Cash Sources (Uses) 


In Millions 

1995 

1994 

1993 

From continuing operations 

$457.4 

$ 561.3 

$619.8 

From discontinued operations 

210.1 

259.3 

237.0 

Fixed assets and other 

investments, net-continuing 

(231.6) 

(395.8) 

(404.1) 

Change in marketable securities 

27.4 

(50.1) 

(69.7) 

Proceeds from disposition of 
businesses 

188.3 

. 

_ 

Investment activities, 

net-discontinued operations 

(357.5) 

(336.3) 

(310.3) 

Increase (decrease) in outstanding 
debt-net 

(312.6) 

287.7 

585.7 

Financing activities-discontinued 
operations 

347.9 

_ 

_ 

Common stock issued 

24.3 

13.3 

32.3 

Treasury stock purchases 

(57.7) 

(145.7) 

(420.2) 

Dividends paid 

(297.2) 

(299.4) 

(274.8) 

Other 

(13.6) 

(4.2) 

(7.4) 

Decrease in cash 
and cash equivalents 

$(14.8) 

$(109.9) 

$(11.7) 


Report of Management Responsibilities 


The management of General Mills, Inc. is responsible for the fair¬ 
ness and accuracy of the consolidated financial statements. The con¬ 
solidated financial statements have been prepared in accordance with 
generally accepted accounting principles, using managements best 
estimates and judgments where appropriate. The financial informa¬ 
tion throughout this report is consistent with our consolidated 
financial statements. 

Management has established a system of internal controls that 
provides reasonable assurance that assets are adequately safeguarded, 
and transactions are recorded accurately, in all material respects, in 
accordance with managements authorization. We maintain a strong 
audit program that independendy evaluates the adequacy and effec¬ 
tiveness of internal controls. Our internal controls provide for appro¬ 
priate separation of duties and responsibilities, and there are docu¬ 
mented policies regarding utilization of company assets and proper 
financial reporting. These formally stated and regularly communi¬ 
cated policies demand highly ethical conduct from all employees. 


The Audit Committee of the Board of Directors meets regularly 
to determine that management, internal auditors and independent 
auditors are properly discharging their duties regarding internal con¬ 
trol and financial reporting. The independent auditors, internal audi¬ 
tors and employees have full and free access to the Audit Committee 
at any time. 

KPMG Peat Marwick LLP, independent certified public accoun¬ 
tants, are retained to audit the consolidated financial statements. 
Their report follows. 

S.W. Sanger 7 


Chairman of the Board and Chief Executive Officer 




C.W. Gailtard 


President 
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Report of the Audit Committee 


The Audit Committee of the Board of Directors is composed of six 
outside directors. Its primary function is to oversee the Company’s 
system of internal controls, financial reporting practices and audits to 
ensure their quality, integrity and objectivity are sufficient to protect 
stockholder assets. 

The Audit Committee met twice during 1995 to review the 
overall audit scope, plans and results of the internal auditors and 
independent auditors, the Company’s internal controls, emerging 
accounting issues, officer and director expenses, audit fees, goodwill 
and other intangible values, and the audits of the pension plans. The 
Committee also met separately without management present and 
with the independent auditors to discuss the audit. Acting with the 
other Board members, the Committee reviewed the Company’s 


annual financial statements and approved them before issuance. 
Audit Committee meeting results were reported to the full Board of 
Directors. The Audit Committee recommended to the Board that 
KPMG Peat Marwick LLP be reappointed for 1996, subject to the 
approval of stockholders at the annual meeting. 

The Audit Committee is satisfied that the internal control system 
is adequate and that the stockholders of General Mills are protected 
by appropriate accounting and auditing procedures. 

M.D. Rose 

Chairman , Audit Committee 


Independent Auditors Report 


The Stockholders and the Board of Directors 
of General Mills, Inc.: 

We have audited the accompanying consolidated balance sheets of 
General Mills, Inc. and subsidiaries as of May 28, 1995 and May 
29, 1994, and the related consolidated statements of earnings and 
cash flows for each of the fiscal years in the three-year period ended 
May 28, 1995. These consolidated financial statements are the 
responsibility of the Company’s management. Our responsibility 
is to express an opinion on these consolidated financial statements 
based on our audits. 

We conducted our audits in accordance with generally accepted 
auditing standards. Those standards require that we plan and per¬ 
form the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 


financial statement presentation. We believe that our audits provide 
a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to 
above present fairly, in all material respects, the financial position of 
General Mills, Inc. and subsidiaries as of May 28, 1995 and May 
29, 1994, and the results of their operations and their cash flows for 
each of the fiscal years in the three-year period ended May 28, 1995 
in conformity with generally accepted accounting principles. 

As discussed in notes five, fourteen and sixteen, respectively, to 
the consolidated financial statements, the Company adopted the 
provisions of the Financial Accounting Standards Board’s Statement 
No. 115, Accounting for Certain Investments in Debt and Equity 
Securities, in fiscal 1995, and Statements No. 112, Employers’ 
Accounting for Postemployment Benefits, and No. 109, Accounting 
for Income Taxes, in fiscal 1994. 

)(Ptfl(r- ^1 &au)»C>L LlP 

Minneapolis, Minnesota 
June 27, 1995 
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Consolidated Statements of Earnings 



Fiscal Year Ended 

In Millions, Except per Share Data 

May 28, 1995 

May 29, 1994 

May 30, 1993 

Continuing Operations: 




Sales 

$5,026.7 

$5,327.2 

$5,138.4 

Costs and Expenses: 




Cost of sales 

2,023.0 

2,012.5 

2,002.6 

Selling, general and administrative 

2,123.3 

2,367.1 

2,213.7 

Depreciation and amortization 

191.4 

173.8 

153.3 

Interest, net 

101.2 

78.8 

56.0 

Unusual items 

183.2 

146.9 

36.4 

Total Costs and Expenses 

4,622.1 

4,779.1 

4,462.0 

Earnings from Continuing Operations before Taxes 

404.6 

548.1 

676.4 

Income Taxes 

144.9 

208.1 

265.4 

Earnings from Continuing Operations 

259.7 

340.0 

411.0 

Discontinued Operations after Taxes 

107.7 

133.4 

95.1 

Cumulative Effect to May 31, 1993 of Continuing Operations Accounting Changes 

- 

(3.5) 

- 

Net Earnings 

$ 367.4 

$ 469.9 

$ 506.1 

Earnings per Share: 




Continuing operations 

$ 1.64 

$ 2.14 

$ 2.52 

Discontinued operations 

.69 

.83 

.58 

Cumulative effect of accounting changes 

- 

(.02) 

- 

Net Earnings per Share 

$ 2.33 

$ 2.95 

$ 3.10 

Average Number of Common Shares 

158.0 

159.1 

163.1 


See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheets 


In Millions 

May -18, 1995 

May 29. 1994 

Assets 



Current Assets: 



Cash and cash equivalents 

$ 13.0 

$ 27.8 

Receivables, less allowance for doubtful accounts of $4.1 in 1995 and $3.6 in 1994 

277.3 

266.0 

Inventories 

372.0 

339.3 

Prepaid expenses and other current assets 

80.8 

80.4 

Deferred income taxes 

153.8 

108.1 

Total Current Assets 

896.9 

911.6 

Land, Buildings and Equipment, at cost 

1,456.6 

1,303.2 

Net Assets of Discontinued Operations 

- 

1,508.1 

Other Assets 

1,004.7 

881.1 

Total Assets 

$3358.2 

$4,804.0 

Liabilities and Equity 



Current Liabilities: 



Accounts payable 

$ 494.0 

$ 513.9 

Current portion of long-term debt 

93.7 

115.1 

Notes payable 

112.9 

433.3 

Accrued taxes 

108.8 

147.0 

Accrued payroll 

118.2 

121.3 

Other current liabilities 

293.3 

210.7 

Total Current Liabilities 

1,220.9 

1,541.3 

Long-term Debt 

1.400.9 

1,413.3 

Deferred Income Taxes 

248.6 

209.5 

Deferred Income Taxes - Tax Leases 

169.1 

189.8 

Other Liabilities 

177.7 

176.9 

Total Liabilities 

3,217.2 

3,530.8 

Common Stock Subject to Put Options 

- 

122.0 

Stockholders’ Equity: 



Cumulative preference stock, none issued 

- 

- 

Common stock, 204.2 shares issued 

379.5 

251.0 

Retained earnings 

1,233.3 

2,457.9 

Less common stock in treasury, at cost, shares of 46.3 in 1995 and 45.7 in 1994 

0,372.1) 

(1,334.4) 

Unearned compensation and other 

(57.9) 

(160.2) 

Cumulative foreign currency adjustment 

(41.8) 

(63.1) 

Total Stockholders’ Equity 

141.0 

1,151.2 

Total Liabilities and Equity 

$3,358.2 

$4,804.0 


Sec accompanying notes to consolidated financial statements. 


18 GENFRAI MILLS 





























Consolidated Statements of Cash Flows 



Fiscal Year Ended 

In Millions 

May 28, 1995 

May 29, 1994 

May 30, 1993 

Cash Flows-Operating Activities: 




Earnings from continuing operations 

$ 259.7 

$ 336.5 

$ 411.0 

Adjustments to reconcile earnings to cash flow: 




Depreciation and amortization 

191.4 

173.8 

153.3 

Deferred income taxes 

59.0 

(34.0) 

34.7 

Change in current assets and liabilities, net of effects from business acquired 

(227.8) 

(79.1) 

11.2 

Unusual expenses 

183.2 

146.9 

36.4 

Other, net 

(8.1) 

17.2 

(26.8) 

Cash provided by continuing operations 

457.4 

561.3 

619.8 

Cash provided by discontinued operations 

210.1 

259.3 

237.0 

Net Cash Provided by Operating Activities 

667.5 

820.6 

856.8 

Cash Flows -1 nvestment Activities: 




Purchases of land, buildings and equipment 

(156.5) 

(212.5) 

(317.2) 

Investments in businesses, intangibles and affiliates, net of dividends 

(48.8) 

(140.7) 

(53.3) 

Purchases of marketable securities 

(21.7) 

(83.8) 

(82.8) 

Proceeds from sale of marketable securities 

49.1 

33.7 

13.1 

Proceeds from disposal of land, buildings and equipment 

1.2 

3.3 

4.9 

Proceeds from disposition of businesses 

188.3 

- 

- 

Other, net 

(27.5) 

(45.9) 

(38.5) 

Discontinued operations investment activities, net 

(357.5) 

(336.3) 

(310.3) 

Net Cash Used by Investment Activities 

(373.4) 

(782.2) 

(784.1) 

Cash Flows-Financing Activities: 




Increase (decrease) in notes payable 

(330.4) 

93.2 

207.6 

Issuance of long-term debt 

135.0 

273.6 

422.6 

Payment of long-term debt 

(117.2) 

(79.1) 

(44.5) 

Common stock issued 

24.3 

13.3 

32.3 

Purchases of common stock for treasury 

(57.7) 

(145.7) 

(420.2) 

Dividends paid 

(297.2) 

(299.4) 

(274.8) 

Other, net 

(13.6) 

(4.2) 

(7.4) 

Discontinued operations financing activities 

347.9 

- 

- 

Net Cash Used by Financing Activities 

(308.9) 

(148.3) 

(84.4) 

Decrease in Cash and Cash Equivalents 

(14.8) 

(109.9) 

(11.7) 

Cash and Cash Equivalents - Beginning of Year 

27.8 

137.7 

41.2 

Reclassification of Marketable Securities 

- 

- 

108.2 

Cash and Cash Equivalents - End of Year 

$ 13.0 

$ 27.8 

$ 137.7 

Cash Flow from Changes in Current Assets and Liabilities: 




Receivables 

$ (11-9) 

$ (11.5) 

$ (43.4) 

Inventories 

(52.7) 

(76.1) 

37.6 

Prepaid expenses and other current assets 

(11.9) 

(22.2) 

19.0 

Accounts payable 

(18.1) 

(5.7) 

3.1 

Other current liabilities 

(133.2) 

36.4 

(5.1) 

Change in Current Assets and Liabilities 

$ (227.8) 

$ (79.1) 

$ 11.2 


See accompanying notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 


1. Summary of Significant Accounting Policies 

A. Principles of Consolidation. The consolidated financial statements 
include the following domestic and foreign operations: parent com¬ 
pany and 100% owned subsidiaries, and General Mills’ investment 
in and share of net earnings or losses of 20-50% owned companies. 

Our fiscal year ends on the last Sunday in May. Years 1995, 

1994 and 1993 each consisted of 52 weeks. 

B. Land ’ Buildings, Equipment and Depreciation. Buildings and equip¬ 
ment are depreciated over estimated useful lives ranging from three 
to 50 years, primarily using the straight-line method. Accelerated 
depreciation methods are generally used for income tax purposes. 

When an item is sold or retired, the accounts are relieved of its 
cost and related accumulated depreciation; the resulting gains and 
losses, if any, are recognized. 

C. Inventories. Inventories are valued at the lower of cost or market. 
Certain domestic inventories are valued using the LIFO method, 
while other inventories are generally valued using the FIFO method. 

D. Intangible Assets. Goodwill represents the difference between 
purchase prices of acquired companies and the related hair values 
of net assets acquired and accounted for by the purchase method 
of accounting. Goodwill acquired after October 1970 is amortized 
on a straight-line basis over 40 years or less. 

Intangible assets include an amount that offsets a minimum lia¬ 
bility recorded for a pension plan with assets less than accumulated 
benefits as required by Financial Accounting Standard No. 87. 

The costs of patents, copyrights and other intangible assets are 
amortized evenly over their estimated useful lives. 

The Audit Committee of the Board of Directors annually 
reviews goodwill and other intangibles. At its meeting on April 24, 
1995, the Board of Directors affirmed that the remaining amounts 
of these assets have continuing value. 

E. Research and Development. All expenditures for research and 
development are charged against earnings in the year incurred. 

The charges for 1995, 1994 and 1993 were $59.8 million, 

$59.1 million and $55.7 million, respectively. 

E Earnings per Share. Earnings per share has been determined by 
dividing the appropriate earnings by the weighted average number 
of common shares outstanding during the year. Common share 
equivalents were not material. 

G. Foreign Currency Translation. For most foreign operations, local 
currencies are considered the functional currency. Assets and 
liabilities are translated using the exchange rates in effect at the 
balance sheet date. Results of operations are translated using the 
average exchange rates prevailing throughout the period. Transla¬ 
tion effects are accumulated in the foreign currency adjustment 
in stockholders’ equity. 


H. Statements of Cash Flows. For purposes of die statement of cash 
flows, we consider all investments purchased with a maturity of 
three months or less to be cash equivalents. 

I. Segment Information. As of May 28, 1995 with the spin-oflf of the 
restaurant segment, we operate exclusively in the consumer foods 
industry. See note two. 

J. Advertising Costs. Advertising expense (including production and 
communication costs) for fiscal 1995, 1994 and 1993 was $323.7, 
$292.1 and $282.6 million, respectively. Prepaid advertising costs 
(including syndication properties) of $33.1 and $43.4 million were 
reported as assets at May 28, 1995 and May 29, 1994, respectively. 
We expense the production costs of advertising the first time the 
advertising takes place. 

2. Discontinued Operations 

On May 28, 1995, General Mills separated into two independent 
public corporations, General Mills, Inc. and Darden Restaurants, 
Inc. (Darden), through a distribution of the shares of Darden 
(a wholly-owned subsidiary) to General Mills shareholders (“spin¬ 
off”). General Mills’ shareholders received one share of Darden for 
each share of General Mills common stock owned as of the close of 
business on May 15, 1995. This distribution reduced Stockholders’ 
Equity by $1,218.7 million. Our former restaurant operations 
included in Darden are now presented as a part of Discontinued 
Operations for all periods presented. 

On May 18, 1995, we sold Gortons to Unilever United States, 
Inc., New York City. Gorton’s, headquartered in Gloucester, Mass., 
is a leading marketer of frozen and canned seafood products to the 
grocery and foodservice markets in the United States and Canada. 
Gorton’s is also now included in Discontinued Operations for all 
periods presented. 

Discontinued Operations are summarized as follows: 




Fiscal Year 


In Millions 

1995 

1994 

1993 

Total net sales 

$3,366.9 

$3,189.7 

$2,996.2 

Pretax earnings 

$ 80.0 

$ 205.2 

$ 167.5 

Income taxes 

17.9 

75.5 

72.4 

Net earnings - operations 

62.1 

129.7 

95.1 

Accounting changes 

- 

3.7 

- 

Spin-off costs and other 

(7.7) 

- 

- 

Gortons sale and Red Lobster 
Japan joint venture 
termination 

53.3 



Discontinued Operations, net 

$ 107.7 

$ 133.4 

$ 95.1 


The “Net earnings - operations” amounts include restructuring 
charges of $59.3 million and $26.9 million in 1995 and 1993, 
respectively, related primarily to the cost of restaurant closings in the 
U.S. and Canada. The accounting changes are the net cumulative 
effect to May 31, 1993 of the discontinued operations’ adoption 
of Statement of Financial Accounting Standanls (SFAS) No. 109, 
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“Accounting for Income Taxes,” and SFAS No. 112, “Employers’ 
Accounting for Postemployment Benefits” “Spin-off costs and 
other” includes expenses associated with the creation of Darden and 
the separation. “Gortons sale and Red Lobster Japan joint venture 
termination” includes the gain on the disposition of Gortons as well 
as costs associated with the termination of our restaurant joint-ven¬ 
ture arrangement in Japan and conversion to a royalty agreement. 

3- Unusual Items 

In 1995, we recorded restructuring charges of $183.2 million pre¬ 
tax, $111.6 million after tax ($.71 per share) primarily related to 
shutting down and scaling back production systems at four food 
manufacturing locations and realignment of the sales organization. 
The charges include approximately $139 million in non-cash 
charges primarily related to asset write-offs and approximately $44 
million of charges to be settled in cash, primarily related to disposal 
of assets and severance costs. The restructuring activities will be 
completed in fiscal 1996. 

In 1994, we recorded an after-tax charge of $87.1 million ($.55 
per share) to cover estimated costs associated with the actions of an 
independent licensed contractor who made an improper substitu¬ 
tion of a pesticide in treating some of our oat supplies, a portion of 
which was used in production. While the substitution presented no 
consumer health or safety issues, the pesticide had not been regis¬ 
tered for use on oats and thus its application represented a FDA 
regulatory violation. The charge included estimated costs associated 
with the disposition of finished oat products and oats inventory and 
other related expenses, as well as the anticipated setdement of several 
consumer class action lawsuits. Most of these costs were incurred in 
fiscal 1995 and the original charge has not required adjustment. 

We recorded restructuring charges in 1993 related primarily to 
costs for increasing consumer foods manufacturing productivity and 
efficiency, and our share of streamlining and tax reorganization costs 
associated with the formation of Snack Ventures Europe. These 
charges reduced net earnings by $30.4 million ($.19 per share). 
These actions were substantially completed in 1994. 

4. Acquisition and Investments 

In 1995, we formed a joint venture, International Dessert Partners 
(IDP), with CPC International Inc. to market dessert and baking 
mixes in Latin America. We own 50 percent of IDR 

In 1994, we purchased the Colombo yogurt business for approx¬ 
imately $75.0 million from a U.S. subsidiary of Bongrain S.A. The 
transaction did not have any material effect on our 1994 earnings. 

In 1993, we entered into a joint venture, Snack Ventures Europe 
(SVE), with PepsiCo Foods International to merge six existing 
Continental European snack operations (three from each company) 
into one company to develop, manufacture and market snack foods. 
We own 40.5 percent of SVE. The merger was effective July 1992. 
We reclassified the net individual assets and liabilities of our opera¬ 


tions to investment in affiliates and excluded the noncash trans¬ 
action from our statement of cash flows. 

During 1995 and 1994, we made capital contributions and 
advances of $49.3 million and $48.3 million, respectively, to Cereal 
Partners Worldwide (CPW), our joint venture with Nestfo, S.A. 
Capital advanced to our other two joint ventures was not material. 


Balance Sheet Information 

The components of certain balance sheet accounts are as follows: 


In Millions 

May 28. 1995 

May 29, 1994 

Land, Building and Equipment : 



Land 

$ 18.5 

$ 18.4 

Buildings 

524.9 

507.8 

Equipment 

1,877.5 

1,762.0 

Construction in progress 

191.0 

224.3 

Total land, buildings and equipment 

2,611.9 

2,512.5 

Less accumulated depreciation 

(1,155.3) 

(1,009.3) 

Net land, buildings and equipment 

$1,456.6 

$1,503.2 

Other Assets: 



Prepaid pension 

$ 320.7 

$ 262.1 

Marketable securities, at market 



in 1995; at cost in 1994 

214.7 

196.1 

Investments in and advances to affiliates 

214.7 

172.0 

Intangible assets 

119.9 

124.1 

Miscellaneous 

134.7 

126.8 

Total other assets 

$1,004.7 

$ 881.1 


We adopted SFAS No. 115, “Accounting for Certain Investments 
in Debt and Equity Securities,” as of May 30, 1994. Adoption of 
this standard had no impact on our Consolidated Statement of 
Earnings, and the Consolidated Balance Sheet was not materially 
affected. Beginning in fiscal 1995, available-for-sale securities, 
including their associated derivatives, are reflected at fair market 
value in the Consolidated Balance Sheet. The aggregate unrealized 
gains and losses on available-for-sale securities, net of tax effects, are 
accumulated in the “Unearned compensation and other” account 
within Stockholders’ Equity. 

As of May 28, 1995, a comparison of cost and market values 
of our marketable securities is as follows: 


In Millions 

Cost 

Market 

Value 

Net Gain 
or (Loss) 

Gross 

Gain 

Gross 

Loss 

Asset-backed bonds 

$ 28.6 

$ 28.6 

$ - 

s - 

$ - 

Corporate bonds 

27.4 

27.4 

- 

- 

- 

Foreign government 
securities 

34.9 

34.6 

(.3) 

.4 

(.7) 

Municipal bonds 

12.3 

12.1 

(.2) 

- 

(.2) 

U.S.Treasury and agencies 

66.0 

112.0 

46.0 

46.0 

- 

Totals 

$169.2 

$214.7 

$45.5 

$46.4 

$(•9) 


Marketable securities with a carrying value of $ 1.2 million were 
sold during fiscal 1995 with a gain of $.7 million. Proceeds on 
scheduled maturities were approximately $47.2 million. 
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Scheduled maturities of our marketable securities are as follows: 


In Millions 

Cost 

Market Value 

Under one year 

$ 12.3 

$ 12.1 

From 1 to 3 years 

64.4 

64.0 

From 4 to 7 years 

28.5 

28.8 

Over 7 years 

64.0 

109.8 

Totals 

$169.2 

$214.7 


U. Inventories 

The components of inventories are as follow's: 


In Millions 

May 28. l#5 

May 29, 1994 

Raw materials, work in process 



and supplies 

$ 77.1 

$ 97.9 

Finished goods 

282.2 

237.2 

Grain 

65.7 

47.0 

Reserve for LIFO valuation method 

(53.0) 

(42.8) 

Total inventories 

$372.0 

$339.3 


At May 28, 1995 and May 29, 1994, respectively, inventories 
of $237.3 million and $234.4 million were valued at LIFO. 


/. Financial Instruments and Risk Management 

Most of our financial instruments are recorded on the balance sheet. 
A few (known as “derivatives”) are off-balance-sheet items. Deriva¬ 
tives are financial instruments whose value is derived from one or 
more underlying financial instruments. Examples of such under¬ 
lying instruments are currencies, equities, commodities and interest 
rates. The carrying amount and fair value of our financial instru¬ 
ments at the balance-sheet dates are as follows: 



May 28. 1995 

May 29, 1994 

In Millions 

Carrying 

Amount 

Fair 

Value 

Carrying 

Amount 

Fair 

Value 

Assets and Ijabilities 

Assets: 

Cash and cash 
equivalents 

S 13.0 

$ 13.0 

$ 27.8 

$ 27.8 

Receivables 

277.3 

277.3 

266.0 

266.0 

Marketable securities 

216.3 

216.3 

196.1 

231.4 

Liabilities: 

Accounts payable 

494.0 

494.0 

513.9 

513.9 

Debt 

1,607.5 

1.689.6 

1,961.7 

2,020.9 

Derivatives relating to: 
Marketable securities 

(L6) 

(L6) 

_ 

(.1) 

Debt 


1.3 

_i 

(.7) 


The fair values were estimated using current market quotes and 
interest rates. Gains or losses from derivatives offset and neutralize 
the corresponding losses or gains from the asset or liability being 
hedged. We ensure that these derivative instruments correlate w'ith 
the asset or liability being hedged, and w'e do not issue or hold 
derivatives for trading or speculative purposes. 


We use derivative instruments to reduce financial risk in three 
areas: interest rates, foreign currency, and commodities. The 
notional amounts of derivatives do not represent actual amounts 
exchanged by the parties and, thus, are not a measure of the expo¬ 
sure of the Company through its use of derivatives. Interest rate 
swap and foreign exchange agreements are made with a diversified 
group of highly rated financial institutions, whereas commodities 
agreements are entered into through various regulated exchanges. 

We have credit exposure associated with these agreements to the 
extent that the instruments have a positive fair value, but we do 
not anticipate any losses. The Company does not have a significant 
concentration of risk with any single party or group of parties 
in any of its financial instruments. 

1. Interest Rate Risk Management - We use interest rate swaps to 
hedge and/or lower financing costs, to adjust our floating- and fixed- 
rate debt positions, and to lock in a positive interest rate spread 
between certain assets and liabilities. An interest rate swap used in 
conjunction with a debt financing may allow the Company to create 
fixed or floating-rate financing at a lower cost than with a stand¬ 
alone financing. Generally, under interest rate swaps, the Company 
agrees with a counterparty' to exchange the difference between fixed- 
rate and floating-rate interest amounts calculated by reference to 
an agreed notional principal amount. A basis swap involves the 
exchange of two floating-rate interest amounts, each calculated 
by reference to a different interest rate index or formula. 

The following table indicates the types of swaps used to hedge 
various assets and liabilities and their weighted average interest rates. 
Average variable rates are based on rates as of the end of the reporting 
period. The swap contracts mature from fiscal 1996 to fiscal 2007. 



May 28. 1995 

May 29, 1994 

$ in Millions 

Asset 

Liability 

Asset 

Liability 

Receive fixed swaps - 





notional amount 

$ - 

$90.0 

$ - 

$137.9 

Average receive rate 

- 

6.8% 

- 

5.4% 

Average pay rare 


5.8% 

- 

4.2% 

Pay fixed swaps - 





notional amount 

$74.8 

$21.3 

$81.9 

$ 25.0 

Average receive rate 

6.4% 

6.1% 

4.8% 

4.4% 

Average pay rate 

8.3% 

6.2% 

6.9% 

8.8% 

Basis swaps - 





notional amount 

5 - 

5 - 

$ - 

$145.0 

Average receive rate 

- 

- 

- 

3.0% 

Average pay rate 



- 

4.2% 


The interest rate differential on interest rate swaps used to hedge 
existing assets and liabilities is recognized as an adjustment of inter¬ 
est expense or income over the term of the agreement. 

The Company uses interest rate options and cap agreements pri¬ 
marily to reduce the impact of interest rate changes on its floating- 
rate debt, as well as to hedge the value of call options contained in 
long-term debt issued by the Company in earlier periods. In return 
for an upfront payment, an interest rate swap option grants the pur¬ 
chaser the right to receive (pay), the fixed rate interest amount in 
an interest rate swap. In return for an upfront payment, a cap agree¬ 
ment entitles the purchaser to receive the amount, if any, by which 
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an agreed upon floating rate index exceeds the cap interest rate. 
The following table summarizes our option and cap agreements, 
which mature in fiscal 1997. 


$ in Millions 

May 28. 1995 

May 29, 1994 

Notional 

Amount 

Average 

Rate 

Notional 

Amount 

Average 

Rate 

Swap options sold-pay fixed 

$ - 

-% 

$ 21.3 

6.8% 

Caps purchased-receive floating 

200.0 

7.0 

221.7 

4.9 

Caps sold-pay floating 



200.0 

6.5 


The premiums paid/received for interest rate options and cap 
agreements are included in other assets/liabilities and are amortized 
to interest expense over the terms of the agreements. Amounts 
receivable or payable under the cap agreements are recognized 
as yield adjustments over the life of the related debt. 

2. Foreign Currency Exposure -We selectively hedge the potential 
effect of foreign currency fluctuations related to operating activities 
and net investments in foreign operations by entering into foreign 
exchange contracts with major financial institutions. Realized and 
unrealized gains and losses on hedges of firm commitments are 
included in the cost basis of the asset being hedged and are recog¬ 
nized as the asset is expensed through cost of goods sold or depre¬ 
ciation. Realized and unrealized gains and losses on contracts that 
hedge other operating activities are recognized currently in net 
earnings. Realized and unrealized gains and losses on contracts 
that hedge net investments are recognized in the foreign currency 
adjustment in stockholders’ equity. 

The components of our net foreign investment exposure by 
geographic region are as follows: 


In Millions 

May 28. 1995 

May 29, 1994 

Europe 

$171.1 

$118.3 

North/South America 

26.5 

(34.5) 

Asia 

1.9 

1.3 

Total exposure 

199.5 

85.1 

After-tax hedges 

(7.0) 

47.9 

Net exposure 

$192.5 

$133.0 


At May 28, 1995, we had forward contracts maturing in fiscal 
1996 to sell $62.1 million of foreign currencies. The fair value of 
these contracts is based on third-party quotes and was immaterial 
at May 28, 1995. 

3. Commodities - The Company uses an integrated set of financial 
instruments in its purchasing cycle, including purchase orders, non- 
cancellable contracts, futures contracts, and futures options. Except 
as described below, these instruments are all used to purchase ingre¬ 
dients for the Company’s internal needs, and to manage purchase 
prices and inventory values as practical. All futures contracts and 
futures options are exchange-based instruments with ready liquidity 
and determinable market values. Unrealized gains and losses are 
recorded monthly and deferred until the physical ingredients flow 
through cost of goods sold. The net gain and losses deferred and 
expensed are immaterial. At May 28, 1995 and May 29, 1994, 
the aggregate fair value of our ingredient derivatives position was 
$53.8 million and $41.4 million, respectively. 


The Company also has a grain-merchandising operation, 
which uses cash contracts, futures contracts, and futures options. 
All futures contracts and futures options are exchange-based 
instruments with ready liquidity and market values. Neither results 
of operations nor the year-end positions from grain-merchandising 
operations was material to the Company’s overall results. 


8 . Notes Payable 

The components of notes payable and their respective weighted 
average interest rates at the end of the period are as follows: 


In Millions 

May 28. 1995 

May 29. 1994 

Notes 

Payable 

Weighted 

Average 

Interest 

Rate 

Notes 

Payable 

Weighted 

Average 

Interest 

Rate 

U.S. commercial paper 

$ 78.3 

6.1% 

$339.2 

4.1% 

Canadian commercial 





paper 

22.8 

7.7 

83.3 

5.7 

Financial institutions 

261.8 

6.4 

260.8 

4.5 

Amounts reclassified 





to long-term debt 

(250.0) 

6.0 

(250.0) 

4.1 

Total notes payable 

$112.9 


$433.3 



To ensure availability of funds, we maintain bank credit lines 
sufficient to cover our outstanding short-term borrowings. As of 
May 28, 1995, we had $650.0 million fee-paid lines (decreased to 
$500.0 million in June 1995) and $179.6 million uncommitted, 
no-fee lines available in the U.S. and Canada. In addition, other 
foreign subsidiaries had unused credit lines of $105.1 million. 

We have a revolving credit agreement expiring in 1999 that pro¬ 
vides for the fee-paid credit lines. This agreement provides us with 
the ability to refinance short-term borrowings on a long-term basis, 
and therefore we have reclassified a portion of our notes payable to 
long-term debt. 


\ Long-term Debt 


In Millions 

May 28. 1995 

May 29, 1994 

4.3% to 9.1% medium-term notes. 



due 1995 to 2033 

$1,094.4 

$1,080.3 

Zero coupon notes, yield 11.1%, $306.0 



due August 15, 2013 

43.1 

41.4 

ESOP loan guaranty (related to restaurant 



operations - see note two) 

- 

50.0 

8.3% ESOP loan guaranty, 



due through June 30, 2007 

74.5 

78.3 

Zero coupon notes, yield 11.7%, $64.4 



due August 15, 2004 

22.6 

20.2 

Notes payable, reclassified 

250.0 

250.0 

Other 

10.0 

8.2 


1,494.6 

1,528.4 

Less amounts due within one year 

(93.7) 

(115.1) 

Total long-term debt 

$1,400.9 

$1,413.3 
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Our shelf registration statement permits the issuance of up to 
$97.1 million net proceeds in unsecured debt securities to reduce 
short-term debt and for other general corporate purposes. This 
registration includes a medium-term note program that allows 
us to issue debt quickly for various amounts and at various 
rates and maturities. 

In 1995, we issued $125.0 million of debt under our medium- 
term note program with maturities from two to 12 years and inter¬ 
est rates from 6.4% to 8.0%. In 1994, $217.9 million of debt was 
issued under this program with maturities from one to 40 years 
and interest rates from 4.3% to 7.3%. 

The Company has guaranteed the debt of the Employee Stock 
Ownership Plan; therefore, the loan is reflected on our consolidated 
balance sheets as long-term debt with a related offset in stockhold¬ 
ers equity, “Unearned compensation and other.” 

The sinking hind and principal payments due on long-term debt 
are (in millions) $93.7, $123.6, $151.6, $99.7 and $90.1 in years 
ending 1996, 1997, 1998, 1999 and 2000, respectively. The notes 
payable that are reclassified under our revolving credit agreement 
are not included in these principal payments. 

Our marketable securities include zero coupon U.S. Treasury 
securities. These investments are intended to provide the funds for 
the payment of principal and interest for the zero coupon notes 
due August 15, 2004 and 2013. 


1\J. Stock Options 

The following table contains information on stock options: 



Shares 

Average Option 
Price per Share 

Granted 



1995 

4,063,100 

$55.11 

1994 

4,868,098 

63.22 

1993 

3,384,144 

66.64 

Exercised 



1995 

725,437 

$32.31 

1994 

562,714 

31.08 

1993 

1,962,063 

22.90 

Expired 



1995 

574,714 

$59.33 

1994 

459,800 

62.56 

1993 

288,907 

61.63 

Outstanding at year end 



1995 

21,974,796 

$41.60 

1994 

18.009,478 

49.52 

1993 

14,163,894 

44.50 

Exercisable at year end 



1995 

14,406,840 

$33.71 

1994 

10,278,466 

38.73 

1993 

9,488,948 

36.23 


A total of 10,990,501 shares (including 1,514,336 shares for 
salary replacement options and 293,901 shares for restricted stock) 
are available for grants of options or restricted stock to employees 
under our 1990 and 1993 stock plans through October 1, 1998. 

An additional 2,082,400 shares are available for grants under the 
1993 plan on a one-for-one basis as common stock is repurchased 
by the Company Options may be granted at a price not less than 
100 percent of fair market value on the date the option is granted. 
Options now outstanding include some granted under the 1984 and 
1988 option plans, under which no further rights may be granted. 
All options expire within 10 years plus one month after the date of 
grant. The plans provide for full vesting of options in the event there 
is a change of control. 

The 1993 plan permits awards of restricted stock to key employ¬ 
ees subject to a restricted period and a purchase price, if any, to 
be paid by the employee as determined by the Compensation 
Committee of the Board of Directors. The 1988 plan also permit¬ 
ted such awards. Most of the restricted stock awards require the 
employee to deposit personally owned shares (on a one-for-one 
basis) with the Company during the restricted period. In 1995, 
grants from the 1993 plan of 67,303 shares of restricted stock 
were made and on May 29, 1995, there were 178,246 of such 
shares outstanding after adjustments related to the spin-oflf. 

The 1988 plan permitted the granting of performance units 
corresponding to stock options granted. The value of performance 
units will be determined by return on equity and growth in earn¬ 
ings per share measured against preset goals over three-year perfor¬ 
mance periods. For seven years after a performance period, holders 
may elect to receive the value of performance units (with interest) 
as an alternative to exercising corresponding stock options. On May 
28, 1995, there were 2,638,656 outstanding options with corres¬ 
ponding performance units or performance unit accounts. 

A total of 45,800 shares are available for grants of options and 
restricted stock to non-employee directors until September 30, 

1998 under a separate 1990 stock plan. As of May 29, 1995, there 
were 20,898 shares of such stock outstanding after adjustments 
related to the spin-off Each newly elected non-employee director 
is granted an option to purchase 2,500 shares at fair market value 
on the date of grant. Options expire 10 years after the date of grant. 
Each year 400 shares of restricted stock will be awarded to each 
non-employee director, restricted until the later of the expiration 
of one year or completion of service on the Board of Directors. 

The number and exercise price of options outstanding when the 
Restaurant operations were spun off were adjusted to compensate 
for the market value of the Darden shares distributed to our stock¬ 
holders. This adjustment increased the number of General Mills 
options outstanding by 1,202,369 shares and decreased the price 
of the option shares outstanding by approximately 17.7 percent. 
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. Stockholders* Equity 


In Millions, Except per Share Data 

S. 10 Par Value Common Stock 
(One Billion Shares Authorized) 

Retained 

Earnings 

Unearned 
Compensation 
and Other 

Cumulative 

Foreign 

Currency 

Adjustment 

Total 

Issued 

Treasury 

Shares 

Amount 

Shares 

Amount 

Balance at May 31,1992 

204.2 

$343.6 

(38.7) 

$ (802.9) 

$2,049.0 

$(172.3) 

$(46.5) 

$1,370.9 

Net earnings 





506.1 



506.1 

Cash dividends declared ($ 1.68 per 









share), net of income taxes of $4.2 





(270.6) 



(270.6) 

Stock option, profit sharing and 









ESOP plans 


15.1 

1.3 

19.7 




34.8 

Shares purchased on open market 



(6.3) 

(413.2) 




(413.2) 

Unearned compensation related to 









restricted stock awards 






(3.2) 


(3-2) 

Earned compensation 






9.6 


9.6 

Minimum pension liability adjustment 






(1.6) 


(1.6) 

Translation adjustments, net of 









income tax benefit of $2.0 







(14.3) 

(14.3) 

Balance at May 30, 1993 

204.2 

358.7 

(43.7) 

(1,196.4) 

2,284.5 

(167.5) 

(60.8) 

1,218.5 

Net earnings 





469.9 



469.9 

Cash dividends declared ($1.88 per 









share), net of income taxes of $2.9 





(296.5) 



(296.5) 

Stock option, profit sharing and 









ESOP plans 


8.0 

.4 

7.5 




15.5 

Shares purchased on open market 



(2.4) 

(145.7) 




(145.7) 

Put option premium 


6.3 


.2 




6.5 

Transfer of put options 


(122.0) 






(122.0) 

Unearned compensation related 









to restricted stock awards 






(3.9) 


(3.9) 

Earned compensation 






9.6 


9.6 

Minimum pension liability adjustment 






1.6 


1.6 

Translation adjustments, net of 









income taxes of $4.2 







(2.3) 

(2.3) 

Balance at May 29, 1994 

204.2 

251.0 

(45.7) 

(1.334.4) 

2,457.9 

(160.2) 

(63.1) 

1,151.2 

Unrealized gain, net of income taxes 









of $14.0, on available-for-sale 









securities at May 30, 1994 






22.0 


22.0 

Net earnings 





367.4 



367.4 

Cash dividends declared ($1.88 per 









share), net of income taxes of $3.1 





(294.1) 



(294.1) 

Stock option, profit sharing and 









ESOP plans 


10.0 

.4 

17.2 




27.2 

Shares purchased via puts, or on 









open market 



(1.0) 

(57.7) 




(57.7) 

Put option premium/settlements, net 


(3.5) 


2.8 




(.7) 

Transfer of put options 


122.0 






122.0 

Unearned compensation related 









to restricted stock awards 






(5.6) 


(5.6) 

Earned compensation 






11.0 


11.0 

Change in unrealized gain, net 









of income taxes of $3.7, on 









available-fbr-sale securities 






5.8 


5.8 

Amount charged to gain on sale 









of foreign operations 







3.6 

3.6 

Translation adjustments, net 









of income tax benefit of $.2 







7.6 

7.6 

Transfer of equity components 









to Darden prior to spin-off 






69.1 

10.1 

79.2 

Distribution of equity to stockholders 









from spin-off of Restaurant operations 





(1,297.9) 



(1,297.9) 

Balance at May 28, 1995 

204.2 

$379.5 

(46.3) 

$(1,372.1) 

$ 1,233.3 

$ (57.9) 

$(41.8) 

$ 141.0 
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Cumulative preference stock of 5.0 million shares, without par 
value, is authorized but unissued. 

We have a shareholder rights plan that entides each outstanding 
share of common stock to one-fourth of a right. Each right entitles the 
holder to purchase one one-hundredth of a share of cumulative prefer¬ 
ence stock (or, in certain circumstances, common stock or other secu¬ 
rities), exercisable upon the occurrence of certain events. The rights 
are not transferable apart from the common stock until a person or 
group has acquired 20 percent or more, or makes a tender offer for 
20 percent or more, of the common stock. If the Company is then 
acquired in a merger or other business combination transaction, each 
right will entitle the holder (other than the acquiring company) to 
receive, upon exercise, common stock of either the Company or the 
acquiring company having a value equal to two times the exercise 
price of the right. The rights are redeemable by the Board in certain 
circumstances and expire on March 7, 1996. At May 28, 1995, 
there were 39.5 million rights issued and outstanding. 

The Board of Directors has authorized the repurchase, from 
time to time, of common stock for our treasury, provided that the 
number of shares held in treasury shall not exceed 60.0 million. 

Through private transactions in fiscal 1994 we issued put options 
that entided the holder to sell shares of our common stock to us, 
at a specified price, if the holder exercised the option. The amount 
related to our potential obligation at May 29, 1994 was transferred 
from stockholders equity to “Common Stock Subject to Put 
Options.” There are no put options outstanding at May 28, 1995. 



Interest Expense 


The components of net interest expense are as follows: 



Fiscal Year 

In Millions 

1995 

1994 

1993 

Interest expense 

$150.0 

$121.7 

$99.8 

Capitalized interest 

(5.2) 

(6.1) 

(11.5) 

Interest income 

(19.4) 

(16.4) 

(14.7) 

Total interest expense, net 

Net interest allocated to 

125.4 

99.2 

73.6 

discontinued operations 

(24.2) 

(20.4) 

(17.6) 

Interest expense, net 

$101.2 

$78.8 

$56.0 


During 1995, 1994 and 1993, w« paid interest (net of amount 
capitalized) of $135.2 million, $99.0 million and $77.0 million, 
respectively. The interest allocated to discontinued operations is 
net of capitalized interest credits of $4.3 million, $4.1 million 
and $3.0 million in 1995, 1994 and 1993, respectively. 



. Retirement Plans 


We have defined-benefit plans covering most employees. Benefits for 
salaried employees are based on length of service and final average 
compensation. The hourly plans include various monthly amounts 
for each year of credited service. Our funding policy is consistent 
with the funding requirements of federal law and regulations. Our 
principal plan covering salaried employees has a provision diat any 
excess pension assets would be vested in plan participants if the plan 


is terminated within five years of a change in control. Plan assets 
consist principally of listed equity securities .uid corporate obliga¬ 
tions, and U.S. government securities. 

Components of net pension income are as follows: 



Fiscal Year 

Expense (Income) in Millions 

1995 

1994 

1993 

Service cost-benefits earned 

$ 13.5 

$ 14.6 

$ 11.3 

Interest cost on projected 




benefit obligation 

55.1 

52.9 

48.5 

Actual return on plan assets 

(106.9) 

(47.8) 

(128.2) 

Net amortization and deferral 

8.3 

(43.9) 

36.2 

Net pension expense (income) 

$ (30.0) 

$ (24.2) 

$ (32.2) 


The weighted-average discount rate and rate of increase in future 
compensation levels used in determining the actuarial present value 
of the benefit obligations were 8.0% and 4.5% in 1995, and 8.8% 
and 4.5% in 1994, respectively. The expected long-term rate of 
return on assets was 10.4%. 

The funded status of the plans and the amount recognized on 
the consolidated balance sheets (as determined as of May 31, 1995 
and 1994) are as follows: 



May 28. 1995 

May 29, 1994 

In Millions 

Assets 

Exceed 

Accu¬ 

mulated 

Benefits 

Accu¬ 

mulated 

Benefits 

Exceed 

Assets 

Assets 

Exceed 

Accu¬ 

mulated 

Benefits 

Accu¬ 

mulated 

Benefits 

Exceed 

Assets 

Actuarial present value 
of benefit obligations: 





Vested benefits 

$623.7 

$ 16.5 

$537.1 

$ 12.3 

Nonnested benefits 

41.4 

1.3 

51.1 

1.8 

Accumulated benefit obligations 

665.1 

17.8 

588.2 

14.1 

Projected benefit obligation 

709.2 

19.0 

635.2 

16.6 

Plan assets at fair value 

942.8 

1.1 

862.4 

.1 

Plan assets in excess of 
(less than) the projected 





benefit obligation 

233.6 

(17.9) 

227.2 

(16.5) 

Unrecognized prior service cost 

30.0 

2.9 

33.0 

2.4 

Unrecognized net loss (gain) 

166.2 

(13.3) 

129.6 

2.2 

Recognition of minimum liability 

- 

7.1 

- 

(8.5) 

Unrecognized transition (asset) 





liability 

(109.4) 

5.3 

(124.7) 

6.6 

Prepaid (accrued) pension cost 

$320.4 

$(15.9) 

$265.1 

$(13.8) 


We have defined-contribution plans covering salaried and non¬ 
union employees with net assets of $614.6 million at May 28, 

1995 and $543.5 million at May 29, 1994. Our main defined con¬ 
tribution plan is a 401(k) savings plan which is open to substantially 
all employees. The plan includes investment funds and an Employee 
Stock Ownership Plan (ESOP). The ESOP’s only assets are 
Company shares and temporary cash balances. Expense recognized 
for all defined-contribution plans in fiscal 1995, 1994 and 1993 
was $5.4 million, $4.7 million and $7.7 million, respectively. The 
ESOPs share of this expense was $5.0 million, $4.3 million and 
$5.2 million, respectively. The ESOPs expense is calculated by 
the “shares allocated” method. 
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The ESOP uses Company shares to convey benefits to employees 
and through increased share ownership to align employee interests 
with that of shareholders. The Company matches a percentage of 
employee contributions with a base match plus a variable year-end 
match that depends on annual results. Employees receive the 
Company match in the form of ESOP shares. 

The ESOP originally purchased Company shares with borrowed 
funds from third parties (guaranteed by the Company), plus $10.0 
million borrowed from the Company at a variable interest rate. The 
ESOP shares are included in net shares outstanding for the purposes 
of calculating earnings per share. The ESOPs third-party debt is 
described in the long-term debt footnote. At May 28, 1995, the 
ESOPs debt to the Company had a balance of $7.0 million with an 
interest rate of 6.3% and sinking fund payments due to June 2015. 

The Company treats dividends paid to the ESOP the same as 
other dividends. Dividends received on leveraged shares (i.e., all 
shares originally purchased with the debt proceeds) are used for debt 
service, while dividends received on unleveraged shares are passed 
through to participants. 

The Company’s cash contribution to the ESOP is calculated 
so as to pay off enough debt to release sufficient shares to make the 
Company match. The ESOP uses the Company’s cash contributions 
to the plan, plus the dividends received on the ESOPs leveraged 
shares, to make principal and interest payments on the ESOPs debt. 
As loan payments are made, shares become unencumbered by debt 
and become committed to be allocated. The ESOP allocates shares 
to individual employee accounts on the basis of the match of 
employee payroll savings (contributions), plus reinvested dividends 
received on previously allocated shares. In 1995, 1994 and 1993, 
the ESOP incurred interest expense of $6.6 million, $6.8 million 
and $7.2 million, respectively. The ESOP received dividends of 
$6.2 million, $6.0 million and $5.4 million; plus Company contri¬ 
butions of $4.8 million, $4.7 million and $5.7 million in the 
respective years. These funds were used to make interest and 
principal payments. 

The number of Company shares within the ESOP are sum¬ 
marized as follows: 


Number of shares 

May 28, 1995 

May 29, 1994 

Un released shares 

Committed to be allocated 

Allocated to participants 

Total shares 

2,690,000 

66,000 

1,966,000 

2.393,000 

64,000 

1,529,000 

4,722,000 

3,986,000 


On May 28, 1995, the ESOP received Darden shares from the 
spin-off distribution described in note two. The Darden shares were 
immediately exchanged for Company shares, based on their relative 
market values immediately preceding the distribution date. 


. Other Postretirement and Postemployment Benefits 

We sponsor several plans that provide health care benefits to the 
majority of our retirees. The salaried plan is contributory with 
retiree contributions based on years of service. 

We fund plans for certain employees and retirees on an annual 
basis. In 1995, 1994 and 1993 we contributed $13.7 million, 
$38.3 million and $30.6 million, respectively. Plan assets consist 
principally of listed equity securities and U.S. government securities. 

Components of the post retirement health care expense are 
as follows: 



Fiscal Year 

Expense (Income) in Millions 

1995 

1994 

1993 

Service cost - benefits earned 

$ 4.5 

$ 5.0 

$ 3.2 

Interest cost on accumulated 




benefit obligation 

14.3 

13.4 

10.6 

Actual return on plan assets 

(15.1) 

(1.5) 

(3.9) 

Net amortization and deferral 

5.0 

(4.6) 

(1.1) 

Net postretirement expense 

$ 8.7 

$12.3 

$ 8.8 


The funded status of the plans and the amount recognized on 
our consolidated balance sheets are as follows: 



May 28, 1995 

May 29 

. 1994 


Assets 

Accu¬ 

Assets 

Accu¬ 


Exceed 

mulated 

Exceed 

mulated 


Accu¬ 

Benefirs 

Accu¬ 

Benefits 


mulated 

Exceed 

mulated 

Exceed 

In Millions 

Benefits 

Assets 

Benefits 

Assets 

Accumulated benefit obligations: 





Retirees 

$ 36.2 

$ 47.2 

$36.3 

$44.7 

Fully eligible active employees 

14.6 

8.5 

12.7 

7.1 

Other active employees 

35.8 

50.6 

27.0 

36.8 

Accumulated benefit obligations 

86.6 

106.3 

76.0 

88.6 

Plan assets at fair value 

104.6 

7.5 

89.3 

7.1 

Accumulated benefit obligations in 





excess of (less than) plan assets 

(18.0) 

98.8 

(13.3) 

81.5 

Unrecognized prior service cost 

.1 

17.3 

.1 

19.2 

Unrecognized net loss 

(27.1) 

(33.8) 

(28.1) 

(23.2) 

Accrued (prepaid) 





postretirement benefits 

$ (45.0) 

$ 82.3 

$(41.3) 

$77.5 


The discount rates used in determining the actuarial present 
value of the benefit obligations were 8.0% and 8.8% in 1995 and 
1994, respectively. The expected long-term rate of return on assets 
was 10%. 

The assumed health care cost trend-rate increase in the per 
capita charges for benefits ranged from 6.2% to 9.8% for 1996 
depending on the medical service category. The rates gradually 
decrease to 4.4% to 5.7% for 2007 and remain at that level there¬ 
after. If the health care cost trend rate increased by one percentage 
point in each future year, the aggregate of the service and interest 
cost components of postretirement expense would increase for 
1995 by $3.1 million and the accumulated benefit obligation 
as of May 28, 1995 would increase by $30.5 million. 



GENERAL MILLS 27 


































In 1994, we adopted Statement of Financial Accounting Stan¬ 
dards (SFAS) No. 112, “Employers’ Accounting for Postemployment 
Benefits” The cumulative effect as of May 31, 1993 of changing to 
the accrual basis for severance and disability costs was a decrease in 
net earnings of $14.7 million ($.09 per share). 
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Profit-sharing Plans 

We have profit-sharing plans to provide incentives to key individuals 
who have the greatest potential to contribute to current earnings 
and successful future operations. These plans were approved by the 
Board of Directors upon recommendation of the Compensation 
Committee. The awards under these plans depend on profit perfor¬ 
mance in relation to pre-established goals. The plans are adminis¬ 
tered by the Compensation Committee, which consists solely of 
outside directors. Profit-sharing expense, including performance 
unit accruals, was $.9 million, $1.3 million and $6.7 million in 
1993, 1994 and 1993, respectively. 
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I. Income Taxes 

We adopted SFAS No. 109, “Accounting for Income Taxes” as of 
May 31, 1993. The adoption of SFAS 109 changed our method of 
accounting for income taxes from the deferred method to the asset 
and liability method. Deferred income taxes reflect the differences 
between assets and liabilities recognized for financial reporting pur¬ 
poses and amounts recognized for tax purposes measured using the 
current enacted tax rates. The cumulative effect of adoption was an 
increase in net earnings of $11.2 million ($.07 per share). 

The components of earnings from continuing operations before 
income taxes and the income taxes thereon are as follows: 




Fiscal Year 


In Millions 

1995 

1994 

1993 

Earnings (loss) before income taxes: 




U.S. 

$391.7 

$533.3 

$688.7 

Foreign 

12.9 

14.8 

(12.3) 

Total earnings 




before income taxes 

$404.6 

$548.1 

$676.4 

Income taxes : 

Current: 




Federal 

$ 86.0 

$187.1 

$185.4 

State and local 

.1 

45.9 

46.6 

Foreign 

(.2) 

9.1 

(1.3) 

Total current 

85.9 

242.1 

230.7 

Deferred: 




Federal 

50.6 

(17.5) 

31.1 

State and local 

11.1 

(4.3) 

4.5 

Foreign 

(2.7) 

(12.2) 

(.9) 

Total deferred 

59.0 

(34.0) 

34.7 

Total income taxes 

$144.9 

$208.1 

$265.4 


During 1993 and 1994, net income tax (expense)/benefits 
of $(8.0) million and $3.3 million, respectively, were allocated to 
stockholders’ equity These expenses/benefits were attributable to the 
exercise of employee stock options, dividends paid on unallocated 
ESOP shares, translation adjustments and unrealized gain on mar¬ 
ketable securities. 

During 1995, 1994 and 1993, we paid income taxes of $104.1 
million, $202.2 million and $196.4 million, respectively. 

In prior years we purchased certain income-tax items from other 
companies through tax lease transactions. Total current income taxes 
charged to earnings reflect the amounts attributable to operations 
and have not been materially affected by these tax leases. Actual 
current taxes payable on 1995, 1994 and 1993 operations were 
increased by approximately $12 million, $10 million and $10 mil¬ 
lion, respectively, due to the current effect of tax leases. These tax 
payments do not affect taxes for statement of earnings purposes 
since they repay tax benefits realized in prior years. The repayment 
liability is classified as “Deferred Income Taxes - Tax Leases.” 

The following table reconciles the U.S. statutory income tax rate 
with the effective income tax rate: 



Fiscal Year 


1995 

1994 

1993 

U.S. statutory rate 

State and local income taxes, net of 

35.0% 

35.0% 

34.0% 

federal tax benefits 

3.5 

5.1 

5.1 

Other, net 

(2.7) 

(2.1) 

.1 

Effective income tax rate 

35.8% 

38.0% 

39.2% 


The tax effects of temporary differences that give rise to deferred 
tax assets and liabilities are as follows: 


In Millions 

Mav< 28. 1995 

May 29. 1994 

Accrued liabilities 

$ 80.6 

$111.5 

Unusual charge for oats 

9.5 

59.8 

Unusual charge for restructuring 

42.5 

- 

Compensation and employee benefits 

55.2 

57.7 

Disposition liabilities 

29.1 

31.6 

Foreign tax loss carryforward 

19.4 

16.2 

Other 

11.2 

10.9 

Gross deferred tax assets 

247.5 

287.7 

Depreciation 

139.4 

137.8 

Prepaid pension asset 

125.1 

104.9 

Intangible assets 

12.8 

12.7 

Other 

53.8 

32.6 

Gross deferred tax liabilities 

331.1 

288.0 

Valuation allowance 

11.2 

11.1 

Net deferred tax liability 

$ 94.8 

$ 11.4 


As of May 28, 1995, w« have foreign operating loss carryovers 
for tax purposes of $47.1 million, which will expire as follows if not 
offset against future taxable income: $11.0 million in 1998, $9.4 
million in 1999, $11.2 million in 2000, $15.2 million in 2001, 
and $.3 million in 2002. 
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We have not recognized a deferred tax liability for unremitted 
earnings of $78.7 million for our foreign operations because we do 
not expect those earnings to become taxable to us in the foreseeable 
future. A determination of the potential liability is not practicable. 
If a portion were to be remitted, we believe income tax credits 
would substantially offset any resulting tax liability. 



i/. Leases and Other Commitments 

An analysis of rent expense by property leased follows: 



Fiscal Year 

In Millions 

1995 

1994 

1993 

Warehouse space 

$14.0 

$13.3 

$12.5 

Equipment 

8.7 

8.1 

8.8 

Other 

3.7 

3.6 

5.1 

Total rent expense 

$26.4 

$25.0 

$26.4 


Some leases require payment of property taxes, insurance and 
maintenance costs in addition to the rent payments. Contingent and 
escalation rent in excess of minimum rent payments and sublease 
income netted in rent expense were insignificant. 

Noncancelable future lease commitments are (in millions) $17.5 
in 1996, $12.8 in 1997, $4.1 in 1998, $3.2 in 1999, $1.9 in 
2000 and $3.7 after 2000, with a cumulative total of $43.2. 

We are contingendy liable under guarantees and comfort letters 
for $96.4 million. The guarantees and comfort letters are principally 
issued to support borrowing arrangements, primarily for our joint 
ventures. The Company remains the primary guarantor on a num¬ 
ber of Darden leases and other obligations; however Darden has 
indemnified the Company against any loss. 



Geographic Information 


In Millions 

U.S.A. 

Foreign 

Unallocated 
Corporate 
Items (a) 

Consolidated 

Total 

Sales 





1995 

$4,840.7 

$186.0 

$ - 

$5,026.7 

1994 

5,156.8 

170.4 

- 

5,327.2 

1993 

4,932.7 

205.7 

- 

5,138.4 

Operating Profits 





1995 

503.5(b) 

4 (b) 

(99.3) 

404.6 

1994 

642.7(c) 

2.8 

(97.4) 

548.1 

1993 

780.6(d) 

(12.0) (d) 

(92.2) 

676.4 

Identifiable Assets 





1995 

2,531.9 

300.6 

525.7 

3,358.2 

1994 

2,502.3 

245.7 

2.056.0(e) 

4,804.0 

1993 

2,273.3 

215.6 

1.821.5(e) 

4,310.4 


(a) Corporate expenses reported here include net interest expense and general 
corporate expenses. 

(b) U.S.A. and Foreign operating profits are net of charges of $179.1 million and 
$4.1 million, respectively, for the unusual items described in note three. 

(c) U.S.A. operating profits include a charge of $146.9 million for unusual items 
described in note three. 

(d) U.S.A. and Foreign operating profits include a charge of $25.8 million and 
$7.6 million, respectively, for unusual items. 

(e) For 1994 and 1993, Unallocated Corporate Items include the net assets 
of discontinued operations. See note two. 


The foreign sales above were primarily by our Canadian subsidiary. 
The foreign operating profits above also include our share of the 
results from our joint ventures, Cereal Partners Worldwide (CPW) 
and Snack Ventures Europe (SVE). 
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/. Quarterly Data (unaudited) 

Summarized quarterly data for 1995 and 1994 follows: 


In Millions, Except per Share 
and Market Price Amounts 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Total Year 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

1995 

1994 

Sales 

$1,156.7 

$1,306.3 

$1,417.3 

$1,448.6 

$1,224.2 

$1,277.6 

$1,228.5 

$1,294.7 

$5,026.7 

$5,327.2 

Gross profit (a) 

Earning? (loss) from 

720.8 

834.1 

848.8 

899.4 

727.1 

796.9 

707.0 

784.3 

3,003.7 

3,314.7 

continuing operations 
Earnings (loss) per share from 

118.0 

129.0 

134.8 

126.0 

20.2(b) 

110.8 

(13.3)(b) 

(25.8) (c) 

259.7 

340.0 

continuing operations 

.75 

.81 

.85 

.79 

.13 

.70 

(.09) 

(.16) 

1.64 

2.14 

Discontinued operations 
Cumulative effect of 

32.8 

40.3 

14.4 

14.7 

(14.8) 

34.2 

75.3 

44.2 

107.7 

133.4 

accounting changes 

- 

(3.5) 

- 

- 

- 

- 

- 

- 

- 

(3.5) 

Net earnings 

150.8 

165.8 

149.2 

140.7 

5.4 

145.0 

62.0 

18.4 

367.4 

469.9 

Net earning? per share 

.95 

1.04 

.95 

.88 

.03 

.91 

.40 

.12 

2.33 

2.95 

Dividends per share 

Market price of 
common stock: 

.47 

.47 

.47 

.47 

.47 

.47 

.47 

.47 

1.88 

1.88 

High 

56 1/4 

68 3/4 

58 3/8 

67 3/4 

61 5/8 

63 

63 3/4 

57 

63 3/4 

68 3/4 

Low 

49 3/8 

56 7/8 

52 7/8 

59 5/8 

53 1/4 

55 1/2 

58 

49 7/8 

49 3/8 

49 7/8 


(a) Before charges for depreciation. 

(b) Includes an after-tax loss of $82.8 million ($.52 per share) in the third quarter and $28.8 million ($.19 per share) in the fourth quarter related to restructuring. 

(c) Includes an after-tax loss of $87.1 million ($.55 per share) related to the improper treatment of oat supplies by an independent contractor. 
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Eleven Year Financial Summary 


In Millions, Except per Share Data 

May 28. 
1995 

May 29, 
1994 

Mav 30, 
1993 

Mav 31, 
1992 

May 26. 
1991 

May 27, 
1990 

May 28, 
1989 

May 29, 
1988 

May 31, 
1987 

May 25, 
1986 

May 26, 
1985 

Rnancuri Results 

Net earnings (loss) per share (a) 

S 2.33 

$ 2.95 

$ 3.10 

$ 2.99 

$ 2.87 

$ 2.32 

$ 2.53 

$ 1.63 

$ 1.25 

$ 1.03 

S (.41) 

Continuing operations 
earnings per share (a) 

1.64 

2.14 

2.52 

2.39 

2.26 

1.71 

1.42 

1.22 

.94 

.72 

.64 

Return on average equity 

52.0% 

37.7% 

39.1% 

39.9% 

49.2% 

49.5% 

60.0% 

41.1% 

31 4% 

21.5% 

(6.5)% 

Dividends per share (a) 

1.88 

1.88 

1.68 

1.48 

1.28 

1.10 

.94 

.80 

.625 

.565 

.56 

Sales 

5,027 

5,327 

5,138 

4,964 

4,657 

4,242 

3,703 

3,323 

3,101 

2,788 

2,554 

Costs and expenses: 

Cost of sales 

2,023 

2,012 

2,003 

1,967 

1,819 

1,817 

1,665 

1,451 

1,380 

1,314 

1,265 

Selling, general and 
administrative 

2.123 

2,367 

2,214 

2,152 

2,090 

1,825 

1,546 

1,413 

1321 

1,156 

1,012 

Depreciation and amortization 

192 

174 

153 

143 

134 

113 

97 

84 

78 

68 

61 

Interest, net 

101 

79 

56 

45 

51 

24 

15 

24 

20 

24 

21 

Unusual expenses (income) 

183 

147 

36 

(12) 

(48) 

- 

(4) 

(8) 

(18) 

2 

4 

Earnings before income taxes 

405 

548 

676 

669 

611 

463 

384 

359 

320 

224 

191 

Earnings from continuing operations 

260 

340 

411 

3% 

372 

282 

233 

213 

167 

129 

115 

Discontinued operations alter taxes 

107 

134 

95 

100 

101 

99 

251 

70 

55 

55 

(188) 

Net earnings (loss) 

367 

470 

506 

4% 

473 

381 

414(b) 

283 

222 

184 

(73) 

Earnings from continuing 

operations as a percent of sales 

5.2% 

6.4% 

8.0% 

8.0% 

8.0% 

6.6% 

6.3% 

6.4% 

5 4% 

4.6% 

4.5% 

Weighted average number 
of common shares (a) 

158 

159 

163 

166 

165 

164 

164 

174 

178 

179 

179 

Taxes (income, payroll, 
property, etc.) per share (a) 

1.30 

1.68 

1.98 

2.08 

1.86 

1.51 

1.30 

1.19 

1.19 

.82 

.69 

Financial Ibsstwn 

Total assets 

3,358 

4,804 

4,310 

3,997 

3,561 

2,990 

2,648 

2,422 

2,083 

1,794 

2,210 

Land, buildings and 
equipment, net 

1,457 

1,503 

1,463 

1,398 

1,168 

1,048 

876 

747 

657 

604 

525 

Working capital at year end 

(324) 

(630) 

(386) 

(238) 

(142) 

(214) 

(242) 

(426) 

(18) 

43 

(311) 

Long-term debt, excluding 
current portion 

1.401 

1,413 

1,264 

916 

875 

685 

532 

357 

281 

453 

442 

Stockholders’ equity' 

141 

1,151 

1,219 

1,371 

1,114 

810 

732 

649 

730 

683 

1,023 

Stockholders’ equity per share (a) 

.89 

7.26 

7.59 

8.28 

6.74 

4.96 

4.54 

3.88 

4.14 

3.81 

5.76 

Other Statistics 

Total dividends 

297 

299 

275 

245 

211 

181 

154 

139 

111 

101 

100 

Gross capital expenditures 

157 

213 

317 

396 

279 

292 

248 

181 

141 

145 

99 

Research and development 

60 

59 

56 

55 

52 

45 

42 

41 

36 

40 

36 

Advertising media expenditures 

324 

292 

283 

309 

314 

296 

252 

254 

246 

244 

210 

Wages, salaries and 
employee benefits 

538 

558 

556 

598 

633 

579 

491 

461 

496 

468 

417 

Number of employees (actual) 

9.882 

10,616 

10,577 

12,195 

12,521 

12,787 

12,491 

12,722 

13,096 

13.037 

12,642 

Accumulated LIFO reserve 

53 

43 

47 

50 

54 

56 

52 

36 

36 

34 

39 

Common stock price range (a)(c): 

High 

63 3/4 

68 3/4 

74 1/8 

75 7/8 

60 7/8 

39 5/8 

33 7/8 

31 

28 

20 

15 1/8 

Low 

49 3/8 

49 7/8 

62 

54 1/4 

37 7/8 

31 3/8 

22 3/8 

20 3/8 

18 1/2 

13 

117/8 

Close 

60 5/8 

54 1/2 

65 1/4 

63 1/2 

58 

39 

33 3/4 

22 7/8 

27 

19 1/8 

14 1/2 


(a) Years prior to 1991 have been adjusted for the two-for-one stock splits in November 1990 and 1986. 

(b) Includes cumulative effect of $70.0 million charge for accounting change. 

(c) Prices shown are before the spin-off described in note two. The closing prices on May 30, 1995 of the two common stocks were $50 for General Mills and $11 % for 
Darden Restaurants. 

Note: All amounts presented in this summary have been restated to a continuing operations basis only. 
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Board of Directors 


Richard M. Bressler 

Retired Chairman of the Board, El Paso Natural 
Gas Company (natural resources) 1 * 2 * 3 *' 5 
Seattle, Washington 

Livio D. DeSimone 

Chairman of the Board and Chief Executive 
Officer, 3M Company (diversified 
manufacturer) 1 ’ 3 * 4 > 6 
St. Paul, Minnesota 

William T. Esrey 

Chairman and Chief Executive Officer, Sprint 
Corporation (telecommunications systems) 1 • 2 * 4 * 5 ’ 
Kansas City, Missouri 

Charles W. Gaillard 

President, General Mills, Inc. 

Minneapolis, Minnesota 


Judith Richards Hope 

Senior Partner, Paul, Hastings, Janolslcy 
& Walker, Attorneys 2 ’ 5 * 6 
Washington, D.C. 

Kenneth A. Macke 

Retired Chairman of the Board, 

Chief Executive Officer and Chairman 
of the Executive Committee, Dayton Hudson 
Corporation (retail stores) 3 * 5 * 6 
Minneapolis, Minnesota 

George Putnam 

Chairman of the Board, The Putnam Investment 
Management Company 1 * 3 * 4 * 6 
Boston, Massachusetts 

Michael D. Rose 

Chairman of the Board, Harrahs Entertainment, 
Inc. and Promus Hotel Corporation 
(hospitality companies) 2 * 3 - 5 
Memphis, Tennessee 


Stephen W. Sanger 

Chairman of the Board and Chief Executive 
Officer, General Mills, Inc. 1 * 

Minneapolis, Minnesota 

A. Michael Spence 

Dean of the Graduate School of Business, 
Stanford University 2 * 4 * 5 
Stanford, California 

Dorothy A. Terrell 

President, SunExpress, Inc. and Corporate 
Executive Officer, Sun Microsystems, Inc. 
(computer equipment) 4,6 
Chelmsford, Massachusetts 

C Angus Wurtele 

Chairman of the Board and Chief Executive 
Officer, The Valspar Corporation 
(paints and coatings) 2,4 ’ 6 * 

Minneapolis, Minnesota 


Board Committees: (1) Executive Com mince (2) Audit Committee (3) Compensation Committee (4) Finance Committee (5) Nominating Committee 
(6) Public Responsibility Committee. (*) Denotes Committee Chair 


Management 

Stephen W Sanger Charles W Gaillard 

Chairman of the Board and President 

Chief Executive Officer 


Dean Belbas 

Senior Vice President, Investor Relations 

Edward K. Bixby 
Senior Vice President ; 

President, Consumer Foods Sales and Distribution 

Michael E. Cushmore 
Senior Vice President; 

President, Gold Medal 

Randy G. Darcy 

Senior Vice President, Operations 

Stephen R. Demeritt 
Senior Vice President; 

Chief Executive Officer; CPW S.A. 

Jon L. Finley 

Senior Vice President, New Business 


Leslie M. Fr^con 

Senior Vice President, Corporate Finance 

Stephen J. Garthwaite 

Senior Vice President, Innovation and Technology 

Siri S. Marshall 
Senior Vice President, 

General Counsel and Secretary 

David D. Murphy 

Senior Vice President; President, General Mills 
Canada and International Foods 

Michael A. Peel 

Senior Vice President, Personnel 

Gary M. Rodkin 
Senior Vice President; 

President, Yoplait - Colombo 


Jeffrey J. Rotsch 

Senior Vice President; President, Big G Cereals 

Austin P Sullivan, Jr. 

Senior Vice President, Corporate Relations 

Kenneth L. Thome 

Senior Vice President, Financial Operations 

Y. Marc Belton 

Vice President; President, Snacks Unlimited 

Roger W Rumble 

Vice President; President, Foodservice 

Christina L. Steiner 

Vice President; President, Betty Crocker 







Management 

Operating Division Management Yoplait-Colombo 


Betty Crocker 

Christina L. Steiner 

President 

Michael P Jonikas 
Business Unit Director 
Main Meals/Side Dishes 

Big G Cereals 

Jeffrey J. Rotsch 

President 

Laurie H. Greeno 

Vice President, 

CJjild/AU Family Cereals 

John T. Machuzick 

Vice President, 

Trade and Promotion Marketing 

Dorothy J. Muffert 

Vice President, 

Research and Development 

Kevin A. Nosbisch 

Vice President, Financial Operations 

Richard A. Shaeffer 

Vice President, Adult Cereals 

Mark W Addicks 

Business Unit Director Neu> Enterprises 

Foodservice 

Roger W Rumble 

President 

Ronald E. Behm 

Director National Sales 

Jerry D. Kaminski 

Marketing Director 

Gold Medal 

Michael E. Cushmore 

President 

Richard O. Lund 

Vice President, Financial Operations 

Robert L. Stretmarer 

Vice President, Btsquick and Flour 

R. Brooks Gekler 

General Manager Desserts 

Snacks Unlimited 

Y. Marc Belton 

President 

James W Feil 

Vice President, Financial Operations 

Peter J. Capell 

Business Unit Director Snack Products 


Gary M. Rodkin 

President 

Barry C. Wolfish 
Vice President, New Business 

Scott C. Lutz 

Director Marketing and Sales 

Information Systems 

Phillip G. Semmer 
Vice President 

Consumer Foods Sales 
and Distribution 

Edward K. Bixby 
President 

James J. Kula 

Vice President, Central Zone 

David G. Stuckey 
Vice President, Wkstem Zone 

Jefferson B. Yeakel 
Vice President, Eastern Zone 

Keith R. Sieck 
Vice President, Personnel 

David J. McMahon 
Director Trade Relations 

Richard H. Hanson 
Director Distribution 

Marketing Services 

Donald L. Knutzen 
Vice President 

Operations 

Randy G. Darcy 
Senior Vice President 

James R. Getchell 
Vice President . Operations- 
Snacks/Mixes 

Thomas J. Lee 

Vice President, Procurement 

L. Scott Hackett 

Vice President, Gram Operations 

Joseph R. Mucha 
Vke President, Personnel 

John H. Stafford 
Vice President, Financial Operations 

David B. Johnson 
Director Operations - Cereals 


Innovation and Technology 

Stephen J. Garthwaite 

Senior Vice President 

Steven N. Heller 

Vice President, Quality and Regulatory 

Operations 

Sidney F. Sapakie 

Vice President, International Cereal 

and Snack Research and Development 

Warren M. Schwecke 

Vice President 

International Foods 

David D. Murphy 
President, General Mills Canada 
and International Foods 

Kim S. Leventhal 

Vice President, International Foods 

General Mills Canada 

Christianne L. Strauss 

Senior Vice President, Marketing 

Keith C. Kinniburgh 

Vice President, National Sales 

CPW, S.A.* 

Stephen R. Demeritt 

Chief Executive Officer 

Ian R. Friendly 

Vice President, Asia, Latin/South 

America and Export, CPW 

Asterios M. Ginis 

Vice President, Research and Development, 

CPW 

Kendall J. IWU 

Vice President, Marketing, CPW 

Linda H. Mills 

Director; Marketmg, CP- UK 

*50/50joint venture with 
NestU, S.A. 

International Dessert Partners* 

David P Homer 

Director Marketing, IDP 

*50/50joint venture with 
CPC International 


Company Officers 

Walter W Faster 

Vice President, Director of 
Corporate Growth and Development 

Sandy J. Navin 

Vice President, Director of Taxes 

Staff Vice Presidents 

Ivy S. Bemhardson 
Senior Associate Counsel and 
Assistant Secretary 

Richard L. Best 

Director of 'Corporate Hamung 
and Analysis 

Sam A. (^atapano 

Director oj Auditing 

Alfred G Colling 

Financial < Tperations 

James L. Craig, M.D. 

Director ay 'Health and Human Services 

James W Galovan 

Director of lYrsonnel - Consumer Foods 
Marketing 

Reatha Clark King 
President and Executive Director 
General Mills Foundation 

D. Russell Norha 

Director oj L abor Relations 

Alan J. Ritchie 

Director oj ( ompensatwn and Benefits 

Joseph R Rudedge 

Director oj l ommumcatwns 

David B. VanBenschotcn 

Director oj Finance - Investments 

William A. Van Brunt 

General Counsel - Foods 


32 GENERAL MILLS 










Shareholder Information 


Transfer Agent, Registrar, Dividend Payments 
and Dividend Reinvestment Plan 

Norwest Stock Transfer 
161 North Concord Exchange 
PO. Box 566 

South St. Paul, MN 55075-0566 
Phone: (800) 670-4763 or 
(612)450-4084 

Address correspondence as appropriate to the attention of: 
Address Changes 
Stock Transfer 

Voluntary Cash (reinvestment plan) 

Shareholder Services 

For other stock-related information, call General Mills’ Stock 
Transfer Department at (800) 245-5703. 

Independent Auditor 

KPMG Peat Marwick LLP 
4200 Norwest Center 
90 South 7th Street 
Minneapolis, MN 55402-3900 
Phone: (612) 341-2222 


of quarterly earnings announcements and other key company 
news are available on the toll-free line. Shareholders may 
also request to receive, free of charge, copies of quarterly 
earnings releases. 

Notice of Annual Meeting 

The annual meeting of stockholders will be held at 11 a.m., Central 
Daylight Time, Monday, Sept. 18,1995, at the Childrens Theatre 
Company, 2400 Third Avenue South, Minneapolis. 

Corporate Citizenship Report Available 

General Mills’ 1995 Corporate Citizenship Report details 
the company’s many community service and philanthropic 
activities. The report includes the annual report of the General 
Mills Foundation. To receive a copy, write to: General Mills 
Community Affairs Department, PO. Box 1113, Minneapolis, 
MN 55440. 

Markets 

New York Stock Exchange 
Chicago Stock Exchange 

Stock Exchange Symbol: GIS 


Form 10-K Report 

Company management believes that the financial statements in 
this Annual Report to Stockholders include all significant finan¬ 
cial data in the annual report filed on Form 10-K with the 
Securities and Exchange Commission. Stockholders may request 
a free copy of the Form 10-K and attached schedules by writing 
to: Secretary, General Mills, Inc., P.O. Box 1113, Minneapolis, 
MN 55440. 

Shareholder Reports / Investor Inquiries 

Shareholders seeking information about General Mills are invited 
to contact the Investor Relations Department at (800) 245-5703. 
n the 612 area code, call 540-2444. Recorded summaries 


Company Addresses 

General Mills Executive Offices 
Number One General Mills Boulevard 
Minneapolis, MN 55426 
Phone: (612) 540-2311 

Mailing Address: 

P.O. Box 1113 
Minneapolis, MN 55440 

@ Printed on recycled paper. Cover and pages 1-12 contain 50% recycled fiber 
including 10% post-consumer waste. Pages 13-32 contain 50% recycled fiber 
including 15% post-consumer waste. 



oliday Gift Boxes 


Many shareholders have made General Mills Gift Boxes part of their December holiday traditions. This seasons Gift Box features 
Betty Crockers Pasta Cookbook and an assortment of General Mills food products. To request a brochure and order form, please 
write, including your name, street address, city, state and zip code to: 1995 Holiday Gift Box Offer, General Mills, PO. Box 1112, 
Dept. 95, Minneapolis, MN 55440 
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